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CHAPTER I
THE PROBLEM
Introduction, President Nicholas M. Butler of
Columbia has stated that the shift in the center of human
1/interest has been from politics to economics, A casual
glance at the daily paper reveals that there is much truth
in this statement. Excepting party politics and polit-
ical maneuvering on the international scale, it is almost
impossible to find any news issuing from Washington that
is not either economic or closely related to an economic
problem or question. The Washington news releases are
now almost entirely concerned with such matters as strike
legislation, price control, social security, taxes, the
national debt, loans for housing, full employment. Most of
the more important local news items are also of an economic
nature. Such has been the condition since 1929 when our
nation faced its greatest financial crisis.
Political scientists and educational leaders have gone
further than President Butler, stating that the twentieth
century is bringing a demand for economic equality
l/ Nicholas M. Butler, School and Society , 50:382,
(December 23, 1939)
2/ Harold J.Laski, "Freedom in Danger", The Yale Review,
23:544, (Spring, 1934)
3/ John K. Norton and Margaret Altucker Norton, Foundations
in Curriculum Building, (New York, Ginn and Co.
)
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comparable to that which was made for political equality a
century ago#
While all may not agree with this generalization, none
will dispute the fact that the economic aspect of our life
is becoming increasingly important, and that it has replaced
politics, as such, as the focal point of our interests.
Like the nation, the schools have become increasingly
interested in things economic. With this interest have
come numerous educational problems. It is the purpose of
this paper to deal with one of the most outstanding.
The Froblem. It is the purpose of this service paper
to devise and organize the content of, and arrive at an
effective method for, a course in economics to be used
specifically for the preparation of the classroom teacher#
The Scope of the Problem. In the course of the solu-
tion to this problem an attempt was made to (1) find the
economic information and understanding that the classroom
teacher would need to be adequately prepared for the modern
school; (2) determine to what extent the liberal arts
colleges and other teacher-training institutions are ful-
filling this need; (3) discover the suggestions of leaders
concerning the improvement of the preparation of the future
teacher of this area; and (4) set forth tentatively the
first quarter’s work in this course.
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Procedure. Before any defensible attempt could be
made to formulate a course of study, it was necessary to
know what the schools now, and in the future, might expect
in the way of economic knowledge in their teachers. It was
also necessary to know if such preparation is oeing offered
by the liberal arts colleges and teacher-training institu-
tions, and what suggestions have been advanced to improve t
that preparation. To obtain this information, a compre-
hensive study of the available information on these ques-
tions was made. The limited financial resources and time
available, the lack of previous experimental work in this
fieLd have made it impossible to use the elaborate tech-
nique of curriculum making that have previously been used
to establish courses for teachers in other fields.
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CHAPTER II
the nature of teacher preparation needed
FOR ECONOMIC EDUaTION
A. The Demands of the Present Curriculum*
A study of the curriculum of the modern school indi-
cates that the classroom teacher, regardless of grade level
or subject matter field, needs an understanding of ecaiomics.
In the early public schools, the average classroom
teacher needed no such preparation* Each subject matter
field was sharply distinct from the others* Under the
educational principles then dominating the schools, the
only teacher needing preparation in economics was the one
teaching that subject. Few such teachers were needed.
Economics, then called Political Economy, was a subject
which few high schools taught* After 1900, when it changed
its name to Economics, a few more schools listed it among
their courses *^
//
rJut the increase in the number of schools
2/
offering it was still painfully slow. ' It is easy to see
that under these conditions the need of teacher prepara-
tion in this field was small*
With the setting of new objectives and the reorganiza-
tion of the school around 1920 it was to be expected that
1/ Rolla M. Tryon, The Social Studies as School Subjects ,
a report of the Commission on the Social Studies, American
Historical Association, Part XI; (New York, Charles
Scribners Sons, 1935) p* 360
2/ Ibid., p* 338
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economic education would find its way into the schools.
The depression gave this movement added impetus. In the
late 30s, the problem of economic education in the public
schools was receiving much attention. 1^ An issue of both
"Education" 2^ and "The Teacher* s College Record,,5// and the
Eleventh Yearbook of the National Council for the Social
4/Studies were all devoted to articles in this field. The
Education Index shows, from 1930 to the present, a steadily
increasing number of articles listed under the heading
"Economic Education".
With this growth in interest have come changes in the
curriculum that in turn have made demands upon the class-
room teacher.
On the elementary school level, economic education
has been given increasingly more attention.
"Disguised as science, industrial arts, social
studies, health education, arithmetic, and the
fine arts, it is increasingly finding its way
into the first six grades. u 5/
l/ John J. Mahoney, For Us the Living: An Approach to Civic
Education ; (New York, harper and Brothers 1945) p. £61
2/ Herbert Blair, editor. Education , (February, 1939)
59:321-384.
3/ Max R.Brunstetter, editor. Teachers College Record,
(April 1940) 41:571-694.
4/ Harold F. Clark, editor. Economic Education , Eleventh Year-
book; National Council for the Social Studies, Washington,
D.C., National Council for Social Studies, 1940.
5/ Ruth Wood Gavian, "Economic Education on the Elementary
Level", in Economic Education
,
Eleventh Yearbook of the
national Council for Social Studies; 1940; p. 2
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This conclusion was drawn by Ruth Wood Gavian from her
analysis of more than one thousand courses of study pub-
lished throughout the nation from 1930 to 1938. She
found that topics discussed in the elementary schools in-
cluded such questions as; how government authority should
be used as a means to control the supply and demand of farm
2 / 3/products, how Texas gets money for her highways, ' how the
government is trying to improve the conditions of the
4/
miners, how the new dams on the Columbia River will affect
5/
the food supply, what factors enter into the cost of cot-
6/ton cloth, ' and how to purchase material for costumes and
7/doll dresses.
The realism of some of the questions studied in these
elementary school courses is striking. For example, a
fifth grade social studies class in Oklahoma City, Oklahoma,
studied how the credit plan of buying has increased
8 /trade, ' while another fifth grade social studies class
studied the results of people being paid wages instead of
1/ Ruth Wood Gavian, Education for Economic Competence in
Grades I-VI, Teachers College Contribution to Education,
No . S'5'4" ( ivew York; Bureau of Publications, Columbia
University, 1942)
2/ Ibid.
3/ Ibid.
4/ Ibid.
5/ Ibid.
6/ Ibid.
7/ Ibid.
8/ Ibid.
p. 65
p. 67
p. 71
p. 77
p. 93
p. 136
p. 117
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selling their own produce. Still another fifth grade, in
2/
Iowa, studied cooperative farming.
On the following seven pages are charts compiled by
Gavian tabulating the topics related to economic competence
found in the first six grades. While she warns that the
tables might give an exaggerated impression because many
times the economic implications of the topics are not
brought out, her further analysis of courses offered indi-
cated that their treatment is, in many instances, formida-
ble, and in only a few, negligible.
While, on the secondary level, no study such as
Gavian*s has been made, Kimmel's general survey of the
3/
social sciences ' provides evidence of the fact that the
economic aspects of life have been introduced into the
junior and senior high school grades. He found that the
seventh grade social studies course in Houston, Texas, con-
tained a unit on "Economic Groups in Conflict", while in the
same grade in Dayton, Ohio, the pupils were expected to
understand differences in point of view between labor and
4/capital In Rochester, New York, the ninth grade social
1/ Ibid., p. 121
2/ Ibid., p. 143
3/ William G. Kimmel, Instruction in the Social Studies ,
National Survey of Secondary Education, Monograph wo* 21,
United States Office of Education Bulletin, 1932, No. 17,
(Washington, D. C. Government Printing Office, 1933)
4/ Ibid., p. 21
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studies program emphasized elementary economics and
sociology in their immediate relationships and practical
aspects 1/ He found nine cities which offered courses in
vocational civics, including in their syllabi varying
2/
amounts of economic materials. Economic civics were
3/
found in a few social studies programs. An Ardmore,
Oklahoma, higji school course in modem civilizations de-
voted much time to the contributions of various nations to
“economic fields" • Consumer courses are becoming more
popular. It has jeen estimated that from 5 to 10 per cent
of America* s high schools offer consumer economics as
5 /
separate courses. Elements of economic education have
been introduced into the subject matter fields of many
courses
•
Tryon*s study of the course in Problems of Democracy
given in fifty-one cities and twenty-three states revealed
that of the seventy-six topics most commonly taught, thirty-
four were either economic in nature or closely related to
the field. 6 /
1/ Ibid. p. 24
2/ Ibid. p. 57
3/ Ibid. p. 38
4/ Ibid. p. 45
5/ James E. Mendenhall, "Taking Inventory", Consumer Educa
tion Hews Letter
,
Institute for Consumer Education,
Stephen's College Columbia University, (October, 1939)
Vol. II, No. 1, p. 1
6/ Tryon, op. cit., pp. 423-425.
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The social science texts written by such educational
leaders as Rugg and Beard contain much that contributes
to economic education. Consumer education has been inte-
grated into many courses, particularly the home economics
1/
course. And the various business and commercial courses
often contain more than mere bookkeeping and office pro-
.
2/cedure
.
1
‘he conditions described above more than indicate that
the classroom teacher needs preparation in economics. To
determine the particular information and understandings
needed would require an activity analysis of a great number
of classroom teachers in many systems. Such is beyond the
scope of this service paper. However, it is possible to
arrive at some generalized conclusions concerning the
preparation required. The elementary school teacher needs
preparation in fields represented by the seven major topics
which Gavian finds are most likely to be the framework for
economic competence. They are listed in Table VIII below.
1/ Mendenhall, op. cit., p. 1
2/ John Albert Battle, "Trends in Secondary Business Educa
tion Together with an .analysis of Consumer-Business Educa-
tion Texts", (Unpublished, Master* s thesis. Brown Univer-
sity, Providence, Rhode Island 1958)
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TABLE VIII
I. Industries and Occupations in the Modern World
II. Home Life in our Community.
III. Conservation.
IV. Local Community Service.
V. Characteristics of the Machine Age.
VI. Money Management
1/
VII. Business Practices and Organizations.
The present secondary Curriculum demands that the classroom
teacher know the underlying causes of the growth of our
present economic system, the principles that govern it, its
problems and their suggested solutions. It is also impera-
tive that the teacher have a knowledge of consumer education.
B. The Demands of Changing Directions.
A further understanding of the teacher preparation re-
quired in the field of economics is gained by a study of the
views of educational leaders. They indicate the directions
in which economic education is moving, and thus point to the
demands that will be made upon the teacher. A really ade-
quate course for teacher preparation must take these demands
into consideration.
l/ Ruth Wood Gavian, Education for Economic Competence in
Grades I to VI
,
Teachers College Contribution to Education,
No. 854 (New York: Bureau of Publications, Columbia Univer-
sity, 1942) p. l70
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The educational leaders express a general dissatis-
faction with the present status of economic education* Vifoile
recognizing the advance made in the past two decades, they
feel that there is still much to be done* The school’s atti-
tude towards economics as a separate subject is considered
illustrative of its attitude towards economics as a whole*
Economics is granted a relatively insignificant portion of
the school time.
1
^ After studying Tryon's statistics,
Mahoney concludes that:
"As late as 1930. -economics as such, was
offered, was offered, / throughout the United
States as a whole in less than one-third of
our high schools; and that less than one-twen-
tieth of the students enrolled in the course." 3/
It is pointed out that not much attention or energy has
been directed towards improving the course content and that,
based for the most part on the value theory, it remains
obscure, abstruse, deadening* The method of teaching it
4 /leaves much to Qe desired. '
It is urged that
"...•school authorities must organize and
present a program of subject matter much more
extensive than ordinarily obtained." 5/
1/ Mahoney, op. cit., p. 258
2/ Author's italics
3/ Loc. cit*
4/ Orlando V/. Stephenson, "Economics in the Social Studies
Program" in Elements of the Social Studies Program
,
the
Sixth Yearbook, National Council for Social Studies, 1936,
p. 108
5/ Ibid., p* 113
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It is urged that opportunities for economic education be
distributed throughout the school year; that there be more
integration and correlation of the subject matter of this
2 / 3/
field with that of other fields; that texts be improved;
4/
the subject matter be made more real and life-like; that
5/procedures to develop attitudes be worked out.
Mahoney further states that the schools should teach
economic democracy. This represents a radical change over
p/
the emphasis on education for personal economic competence.
A detailed study of future directions has been pro-
77
vided by Neals Billings. iVhile his list of concepts was
compiled in 1929, the books he analyzed were those of ad-
vanced political, social and economic thinkers who can still
l/ Herbert A. Tonne, “Changing Subject Matter of Economics",
Journal of Business Education , (April, 1935)
2/ H.G. Shields, "School and College Courses" Journal of
Educational Sociology (November, 1930) 4:160
3/ E.L.Thorndike, "Increasing Knowledge and Rationality About
Economics and Business" Teachers College Record (April,
1940) 40:592
4/ Erline M. Hunt, "Developing Economic Competence through
Public Education" Teachers College Record (April, 1940)
41 ; 57
5
5/ Mahoney, op. cit., p. 273
6/ Ibid., p. 206-245
7/ Neal Billings, A Determination of Generalizations 3asic
to the Social Studie s Curriculum. (Baltimore : Warwick and
York, Inc. 1929)
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be classified as "frontier thinkers'*. Eor example, the
economists whose works he analyzed were Taussig, Hobson,
| Veblen, Keynes, Tawney, Sidney and Beatrice Webb. With
the exception of Taussig, all are still considered ad-
vanced thinkers. The concepts Billings derived from their
works provides an outline of future directions of the
curriculum, and they must be considered in a course for
teacher preparation. Those dealing with economics are
listed on the following page in the order of relative impor-
tance as found by Billings.
The changing directions cited above emphasize many of
the demands the present curriculum makes, and adds several
new ones. Billing's study provides a valuable check-off
list for use in devising a course for teacher preparation.
The other opinions indicate that the teacher must not only
have the information and understanding previously set forth,
but must also have the ability to develop deep understand-
ings, and the skill to lead students to an appreciation of
economic democracy.
C. The Implications of These Demands.
Assuredly, it would seem that the schools and educa-
tional leaders are asking for a great deal. However, it is
being asked and the demands grow more insistent.^ The
l/ Ruth Wood Gavian "What the Elementary School Teacher
Should Know about Economics". Elementary School Journal
April, 1942) 42:578
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implication is clear. The schools need teachers who can
answer these demands. They v/ill not have such teachers
until the training institutions turn their attention to the
adequate preparation of them.
1 ^
l/ Mahoney, op. cit., p. 247
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TABLE IX
ECONOMIC CONCEPTS LISTED BY BILLINGS1^
1* Trade 39.
2. Price 40.
3. Income (Distribution of 41.
Wealth 42
.
4 . Industry 43
5. Wages 44.
6. Localization in Industry 45.
7 . Supply 46
8. Poverty 47.
9. Competition in Industry 48.
and Business 49.
10. Production 50.
11. Unionism 51.
12. Demand (Economic term) 52.
13. Saving (Accumulation of 53.
Capital) 54.
14. Wealth 55.
15. Transportation 56.
16. Labor 57.
17. Collective Bargaining 58.
18. Profits 59.
19. Monopoly 60.
20. Industrial Organization 61.
21. Business 62.
22. Large Scale Production 63.
23. Security 64.
24. Standard of Living 65.
25. Fluctuations in Industry 66.
26. Interest Rate 67.
27. Unemployment 68.
28. Industrial Methods 69.
29. Cost of production 70.
30. Manufacturing 71.
31. Private Property 72.
32. Productivity 73.
33. Working Conditions 74.
34. Taxation
35. Natural resources 75.
36. Management in Industry 76.
37 . Rent 77
38. Use of Credit 78.
Coal
Corporation
Extent of Market
Marginal Productivity
Speculation
Consumpt ion
Human Needs
Use of Money
Use of Land
Inventions
Cost of Transportation
Demand for Labor
Ownersnip
Tariff
Circulation of money
Industrial conflict
Irksomeness of labor
Location of Investments
Economic Independence
Inflation
Location of economic power
Size of Industrial Unit
Cost of Land
Kind of money in circulatiai
Lav/ of supply and demand
Productivity of labor
Purchasing Power
"Sweating" industries
Factory industry
Banks
Food Supply
Issuance of money
Socialism
Steel and iron industries
Process of production
Invention of new methods
of transportion
Hours of labor
Price of Exchange
Labor supply
Price fluctuation
l/ Billings, op. cit., p. 247
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TABLE IX. (continued)
79. Balance of payments in
industrial trade
80. Business risk
81. Overproduction
82. Cost
85.
Over-capitalization
84. Production of machinery
85. Relation of scientific
management to workers
86. Use of inventions
87. Use of personal credit
88. Industrial accidents
89. Cost of labor
90. Woman labor
91. Individualism
92. Cost of Living
93. Credit
94. Economic well-being
95. Price of land
96. Price of money
97. Productivity of land
98. Rapidity of the circu-
lation of money
• Marginal utility
• Markets
• Transferability of stock
• Consumer
• Bank solvency
. Bimettalism
. Demand for capital
. Economic conflict
. Employers' Associations
. Industrial cooperation
• Mobility of Labor
• Overspeeding in industry
. Unregulated industry
. Retail prices
• Concentration of industry
• Limitation of output
. Railroad rates
. Diminishing utility
. Marginal vendibility
• Durability of capital goods
. Fixed capital
• Finance
• Acquisitive society
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
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CHAPTER III
THE PRESENT STATUS
OF TEACHER PREPARATION IN ECONOMICS
The economic education obtained in the various
te acher-tra fining institutions is hardly that which will
provide the preparation needed by the classroom teacher in
the modern school. It is, even more so, not the type that
will fulfill the demands set by educational leaders.
There appear to be two factors that give rise to this
situation: first, the limited time the average prospective
teacher gives to the subject; secondly, the nature of the
economics courses themselves.
A. The Limited Teacher -Preparation
Teachers 1 colleges
,
do not as a v/hole devote much time
to economic education either in formal courses in the sub-
ject or in courses touching on the various aspects of the
field. In most instances there are only one-year or one-
half-year courses in the subject, while in a number of
places there are no offerings at all.
1
^ An analysis of
sixty-six catalogues and the answers to 132 inquiries
made by Earl U. Rugg in 1932 revealed that only 21 per
cent of the four year teachers' colleges offered economics.
1/ Alpheus R.Marshall, Economic Education on the Junior
Col lege Level
,
in Economic Education, the Eleventh Year-
book, National Council for the Social Studies, p. 49
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This survey also found that it was offered in less than
5 per cent of the one, two, and three year institutions,
H, A. Sprague's study of the curriculum of fifty-five
state teachers' colleges shows that while there have been
2/increases, few courses are offered in Economics. His
findings are summarized in Table X.
Because of the limited offerings of teachers' colleges
in economics, few of their graduates have contact with
the field. A study of the transcripts of one thousand
teachers from twenty teachers' colleges made to determine
the extend of nonspecialized contacts with the principal
fields of knowledge shows that only forty-one had taken
some course in economics. The average number of college
credits earned by these students in these courses was
3/four and four-tenths.'"' A survey of seventy-one prospec-
tive elementary school teachers proved that only twenty-
eight and two-tenths had studied economics and this
l/ Earl U. Rugg, Teacher Education, Bulletin, 1933; iuo. 33
national Survey of the Education of Teachers ( Washington,
D. C. The United States Office of Education) p. 56
2/ H. A. Sprague, A Decade of Progress in the ^reparation
of Secondary School ‘Teachers
,
Teachers College Contribution
to ’Education, Ho. V94 (flew York: Bureau of Publications,
Columbia University) 1940
3/ Rugg, op. cit., p. 103



represented only one and one-tenth of all the work they
had taken.
^
The liberal arts colleges preparing students to be-
come teachers so crowded them with subject matter and
educational courses required for teacher certification that
little time is left for the study of economics. Rugg's
survey of the contacts with the principal fields of
knowledge made by one thousand prospective teachers from
twenty-five colleges and universities shows that only forty-
four percent took economics. And their work in this field
represented only one and six-tenths per cent of the total
taken. The average credit earned by the forty-four per
cent of the one thousand students was six and two-tenths
2/hours. This means that less than one-half of the stu-
dents took little over a year*s study in economics.
B. The Failure of the Present Courses
The courses in economics, particularly the introduc-
tory courses, are of such a nature that they fail to pro-
vide the student with the understanding, the orientation
and the materials they will need as teachers. The courses
at the college level are fundamentally what they were in
l/ Rugg, op. cit., p. 76
2/ Rugg, op. cit., p. 203
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Marshall 1 a time. ^ The courses continue on in a vacuum
and. complications are often introduced which produce a
2/
spurious and very confusing illusion of reality. The
instructors have come to depend on a list of devices
customarily included in the text such as bibliographical
aids, sumiiE ries of conclusions, and test questions that
3/hardly depart from the catechetical type. ^uch a wide
range of topics and problems is introduced that the treat-
47
ment of all is shallow and sketchy. The subject pro-
ceeds, particularly in the introductory course, at a high
level of abstraction. The average student finds it quite
impossible to grasp the full significance of the material
while
"....the less mature persons are likely to
get from it only mystification or a aet of
sterile and misleading verbalisms." 5 /
An examination of the notes kept by twenty better than
l/ Richard Clemence and Francis S. jJovdy, "Modern Economics
and the Introductory Course", American Economic Review,
June, 1942) 32:342
2/ Ibid, p- 335
3/ Peter D. Shilland, "Problems in the Teaching of Econom-
ics", American Economic Review , (June, 1940) 30:350
4/ M.Brofenbrenner, "The Introductory Course: Comment"
The American Economic Review
,
(September, 1942) 32:556
5/ Edward L.Thorndike, "Who Should Study Economics?" in
Economic Education, the Eleventh Yearbook , National Council
for the Social Studies, p. 101.
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average students in a course in elementary economics at an
outstanding New England Teachers' College substantiates
the above conclusions. The notes contained, verbatim, the
words of the lecturer and consisted in the main of long
involved definitions. Illustrations of the principles were
typical of a text such as Marshall^ and had little to do
with life as the students know it. The students related
that the course was one of pure memor izatiop. Under such
circumstances it is impossible that any insight or ad-
vancement in understanding occurred on the part of the
student
•
This specific instance becomes significant when it is
pointed out that this institution provides almost all the
elementary school teachers, and many of the secondary
school teachers for an area with a school population of
about 95,047. A sampling of the courses offered by a
liberal arts college which provides many of the remaining
secondary school teachers indicates that the situation was
no different there.
C. The Implications of the Situation
The present situation indicates several implications
that are important to the solution of this service problem.
First, in order to fulfill the demands set by the schools
as outlined in Chapter II, the present instruction in
economics must be greatly revised. Second, the amount of
,
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time available to, or granted for economic education will
be limited in most cases to one year, and in many cases
to a half year, 'l'hird, the students taking the instruction
v/ill be preparing to teach in all grades in many types of
schools in various kinds of communities.
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CHAPTER IV
PROPOSALS PUR THE IMPROVEMENT
OF TEACHER PREPARATION IN ECONOMICS
Educational leaders in institutions beyond the secon-
dary school have long been dissatisfied with the content and
the teaching of their courses in economics. The greatest
dissatisfaction has been with the introductory course. For
1/
long it has been the perennial problem. As early as 1913
the problems of teaching this course were studied by the
Division of Education at Harvard at the request of the Uni-
versity's Department of Economics. Periodically during the
past three decades, articles discussing various aspects of
the problem have appeared in economic and educational litera-
ture. So great has been the interest that the American
Economic Association made the teaching of economics in col-
lege the sole topic of its Annual Round Table conference in
1939.
The proposals and criticisms advanced in the various
studies and discussions of the last three decades contain
many suggestions that can be used in devising a course in
economics for the prospective classroom teacher. In
particular they provide a criteria that can oe used in
selecting a method for the proposed course. They also
offer suggestions concerning its organization.
1/ H. G. Shields, "School and College Courses in Economics",
Journal of Educational Sociology , (November, 1930) 4^160
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A. The Proposals
Many of the conclusions of the Harvard study, such as
those concerning the objectivity of teachers marks and the
study habits of students are now widely accepted. However,
several of the study’s less general conclusions that apply
in particular to the teaching of economics have not yet been
put to wide use. It is these that must be used to arrive at
the solution of the problem of this service paper.
For a course in economics to be effective, the Harvard
study concluded that:
“....Instruction should be more closely
adapted to the purposes and needs of the students.
Personal contact between professors and students
should be more frequent ... .Occasions for participa-
tion in class and for reaction on reading and learn-
ing should be more frequent. Teaching should have
fuller reference to contemporary affairs and the
work of the students should provide more frequent
occasion for direct and personal contact with
them- 11 !/
Warren Wright, after success with an experimental
course in economics at Central College in California, came
to the conclusion that the fault with the traditional ap-
proach was the method used. It resulted in the mere memori-
2/
zation of laws and rules. In the experimental course an
l/ Paul H. Hanus, George E. Johnson, et al. The Teaching of
Economics in Harvard University: A Report Presented by the
Division of Education at the ne qUe st of the Department of
Economics. (Cambridge: Harvard University i ress
,
1917^r*
p. 226
2/ Warren Wright, “An Experimental Course in Economics", The
Junior College Journal
,
(October, 1952) 3:26
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attempt was made to bring the student face to face with
economic life as it is and to see theoretical principles in
the light of that reality. His students used a common text
for orientation and then read widely from a book list that
contained particular references.
Many of the proposals for improvement concern a prob-
lem that Wright sought to correat, mainly that of the limi-
tations set by the college text. Such proposals for im-
provement v/ere directly stated or implied by Carlson, Shil-
land and Bronfenbrenner . Carlson wrote that:
"A text can have little meaning unless
it is interpreted in the light of the students’
own experience and knowledge of contemporary
events ." 2/
Shilland found that teachers depend upon the list of devices
customarily included in the introductory text. These have
taken the shape of bibliographical aids, summaries of con-
clusions, and ‘lists of test questions that are largely of
3/
the catechetical order.' Bronfenbrenner stated that the
texts include such a wide range of topics that the treatment
of each is sketchy, that little but memorized facts are
added to the knowledge students had already obtained from
1/ Ibid., p. 28
2/ Valderman Carlson, "Textbooks in Economics at the College
Level", Education
,
(February, 1939) 59:345
3/ Peter D. Shilland, "Problems in the -Leaching of Econom-
ics ", American Economic Review, (June, 1940) 30:350
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the daily press
1/
All conclude that the teacher and
student should not become over-dependent upon the text.
Speaking at the American Economic Association Round
Table Discussion, Amy Hewes set forth some suggestions to
make the study of economics more real than is possible with
the use of merely textbooks and lectures. She stated that:
"Ways must be derived to make the work-a-
day world realistic to the student observer
who does not have the feel for the material he
studies. Visits to factories, power plants,
and stock markets prove valuable in this re-
spect. Constant use should be made of the
daily newspaper and the excellent moving pic-
tures now available. Debates over matters of
current popular concern t each the students how
to use the £asic materials and familiarize
him with a variety of points of view and per-
sons hitherto unknown to him. And a study of
some basic industry such as steel permits him
abundant illustrations of the trends in corporate
enterprise, price phenomena, foreign sale, and
industrial relations . "2/
The major criticism that Amy Hewes stated as commonly
leveled against the introductory course that it lacks any
semblance of unity, that it is a mere hodgepodge of un-
related subjects, and that overcrowding prevents adequate
3 /treatment of the content suggests several courses.' ' These
can be considered as further proposals for improvement. The
l/ M. Bronfenbrenner, "The Introductory Course", The American
Economic Review
,
(September, 1942) 32:556
2/ Amy Hewes, "Revision of the Elementary Course", American
Economic Review
,
(March, 1940) 30:109
3/ Ibid., p. 107
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converses can be summarized in the statement that the ma-
terial of the economics course must be selected carefully
and built into a unitary whole.
Bronfenbrenner further found that much indifference
of the students to economics as a whole could be greatly
reduced if they were allowed to begin their study with
1/
whatever appealed to their special interests.
2/ 3/Harry o. Brainard and Jesse R. Robinson maintained
that the best approach for the beginning course is the
problem method.
The above proposals are concerned mainly with the
method of the course. Several educational leaders have of-
fered proposals for the improvement of the general organiza-
tion of the course. K. W. Knapp has proposed that the teach-
ing of economics would be greatly improved if the first step
in instruction was a general introduction to contemporary
civilization, and the second a study of economic history and
4/
the evolution of economic thought. The university of
Chicago begins instruction in economics with the study of
1/ 3ronfenbrenner, op. cit., p. 558
2/ Jesse R. Robinson. "The Teaching of Economics in the
Liberal Arts College", Education
,
(December, 1937) 58:228
3/ Harry <i. Brainard, "The Problem Approach to the Teaching
of Economics", Education
,
(June, 1942) 62:609
4/ K.W. Knapp, "The Teaching of Economics: A New Approach",
The Southern Economic Journal, Vol. XII, No. 4, (April, 1946)
p. 382
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the economic order of our society, and have found that it
gives the later work greater reality.
B. The Criteria
From the preceding survey of proposals it is possible
to devise the following criteria, each of which should be
provided for in the method selected. The criteria are
summarized as follows:
1. The problem approach should be used. (Brainard;
Robinson
)
2. Provisions should be made for the different needs
and purposes of students. (Harvard Report)
3. Closer contact between the instructor and the
students should be secured. (Harvard Report)
4. Student participation in class and opportunities
for reaction or reading and learning should be frequent.
(Harvard Report
)
5. Contemporary affairs should be introduced to aid
fuller understanding. (Harvard Report; Wright; Carlson;
Hewes
)
6. More than the usual text, or texts with their
traditional devices should be used. (Carlson; Hewes;
Shilland, Bronfenbrenner
)
7. The content of the course should be carefully
l/ H. G. Shield, op. cit., p. 158
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selected and interrelated. (Hewes; Bronfenbrenner
)
8. A book list containing particular page references
relative to the point being treated should be given to
each student. (Wright)
9. The student must be able to begin his study at
whatever point appeals to his particular interest. (Bron-
fenbrenner )
The tenth of these criteria does not concern the method
but rather the organization of the course. It can be
summarized as follows: the course should be organized so
that the student is introduced to the economic order, the
economic history of that order, and the evolution of
economic thought. This was derived from Knapp and Shield.
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CHAPTER V
THE METHOD aND CONTENT SELECTED
FOR THE FIRST QUARTER OF THE PROPOSED COURSE
A. The Method Selected
The Unit Method as developed by Roy 0. Billett was
selected as the best general method in which to organize this
course. While developed primarily for use in the secondary
school, and mainly with reference to the needs of the
adolescent student, Billett ’s method is based on the prin-
ciples that must operate in every good teaching-learning
1/
situation. Thus, it develops a valid way of organizing and
teaching courses on the college level. The close similarity
between Billett’s method and the suggestions of the econom-
ists and educators quoted in the preceding chapter further
emphasizes the applicability to the proposed course.
Billett stresses the need for the careful selection and
organization of subject matter, a flexible assignment to
provide for individual differences, the use of a study guide,
the replacement of the mere recitation by the teaching-
learning cycle that provides for student activity in the
classroom, and the problem approach. The needs he stresses
which are very similar to those stated by economists and
l/ Roy 0. Billett, Fundamentals of Secondary School Teaching
with Emphasis on the Unit Method, (Boston, Houghton Mifflin
Company, 1940) p. 406.
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educators are fully provided for in his method. It pro-
vides a full development of each of the criteria derived
in the preceding chapter. Each element is not isolated,
but is made an integral part of a coherent whole*
That the unit method is the answer to the problem of
the method for this course will be more fully seen in the
following explanation of its terminology.
The unit method as set forth by Billett consists of
two sequences, the unit and the unit assignment A part
of the unit is the delimitation while the unit assignment
2 /includes core and optional related activities. '
The Unit is the "recognizable advance to be made by
the pupil in certain concepts, skills, attitudes, and
3/
appreciations. It is an accurate word picture of the
educative growth which the teacher gives the pupils an
opportunity to acquire". The delimitation of the unit is
"a statement of the lesser learning products" which are
the object of instruction. Its items are obtained by
analysis and it obtains its validity as much from what it
excludes as includes. Both the unit and the delimitation
of the unit are declarative in nature. Both are for the
1/ Ibid., p. 173
2/ Ibid., pp. 506-509
3/ Ibid., p. 178
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teacher's use only and are never seen by the students.
Thus, in the unit and in its delimitation we have a
method with which to organize the content for the course
proposed here. Since no text includes all the materials
which it is believed the prospective teacher should study
and no syllabus has been published, this procedure fulfills
the need for carefully organized plan of the subject matter
to be taught.
The educative growth set forth in the unit is achieved
by the students through the use of the unit assignment.
Billett states that the unit assignment is a planned series
of situations. Interrogative in nature, it asks questions,
presents real challenges, creates problems, and offers any
guidance and direction of pupil activity that seems ad-
visable. Those parts of the unit assignment in which it is
expected that most pupils will engage at sometime are called
3/the core activities. The problem situations planned to
extend the educative growth with which the problem is con-
cerned are called optional related activities. All pupils
will not engage in each optional related activity, but
various opportunities are presented for those with particular
interests
1/ Ibid., p. 505
2/ Ibid., p. 178
3/ Ibid., p. 507
4/ Ibid., p. 179
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Billett points out that the unit assignment has at
least three advantages. It makes it possible to capitalize
upon related current events. It permits the student to
begin his work at the point that interests him. It allows
for the modification of each student’s individual assign-
ment.
1
^ Again there is a similarity between the procedures
that Billett’ s method includes and the proposals set forth
for the improvement of the teaching of economics at the
college level.
Further, in providing for the individual interests of
students, the Unit Method makes possible the differentiation
required by the situation mentioned in Chapter IV part C.
Billett points out that on the secondary level his method
offers a way to contribute to the general education of all
pupils while making a legitimate contribution to the voca-
2/
tional interests of the individuals. In its adaptation
to the course proposed here it offers a way to contribute
to the general education of all prospective teachers while
providing for the differences set by the grade levels and
subject matter fields, for which the students in the course
will be preparing to teach.
1/ Ibid., p. 506
2/ Roy 0. Billett, "The Value sof Unit Organization."
Fifteenth Yearbook Eastern Commercial leachers Association.
(Somerville: Somerset Press, 1942)
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The study guide Billett develops is particularly appro-
priate to the needs of this course* It consists of the list
of references followed by the core activities. The refer-
ences which will bring the student to the understanding
that the activities aim to produce are set forth with
particular page references.^ This is a furl development
of the suggestion of Wright.
A marked departure is made with Billett on one point.
It is, however, one of purpose, not method. One important
purpose for Billett* s long list of references is to provide
for differences in reading ability. Since the teacher-
training institutions are selective institutions, no pro-
vision for such differences is made in this course. The long
reference list has been compiled to make possible the cover-
ing or materials the course is to include, and to provide
for the difference in preparation required.
In concluding it should be pointed out that the use of
the unit method in an institution beyond the secondary school
is no radical innovation. It has been used previously by
Roy 0. Billett in his classes at Boston University, and
2/
was the method used by Jones in developing a course in
anatomy for students in a school of nursing.
1/ Roy 0. Billett, Fundamentals of Secondary School Teaching
with hmphais on the Unit MethocT,* (Boston, nought on Ififflin
Company*,^ 1940 ) p . 508
2/ Harriet H. Jones, A Suggested Course in Anatomy and
Physiology Planned on the unit I -etliod. UnpubTlshed T’aster
Thesis, Boston University, Boston lass., 1944.
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B. The Content Selected.
Since the units that follow set forth completely
the content selected for the first quarter’s work,
it is unnecessary to include a detailed resume here.
However, it is appropriate to explain the procedure
used to arrive at the content selected.
At all times the demands of the present and
future as indicated in Chapter II were used as the
the point of departure* From these a tentative
list of generalizations, topics, ideas, facts, and
information that should be included was made in
detail* These were then placed in a logical sequence,
and elaborated upon to the extent necessary to estab-
lish relationships and to develop meanings. The
results of this process were then checked to make
sure that the failures mentioned in Chapter III,
and the proposals for improvement in Chapter TV were
provided for in some way. The final results of this
process were then rechecked against the first criterion,
and as much as possible that appeared extraneous was
iliminated* Thus by derivation, composition, syn-
thesis. and delimitation the content was selected.
*'
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CHAPTER VI. THE FIRST' QUARTER’S WORK
ORGANIZED ON THE UNIT PLAN
This chapter contains the first Quarter’s work of
the proposed course as it will actually be used in the
classroom. The organization of its content, the purpose
of various parts, and the terminology used are explained
in the discussion of Billett’s Unit Method presented in
Section A of the preceding Chapter. At this point, however,
a further explanation of several of the techniques used
is desirable.
One point that should be emphasized concerns the
Optional Related Activities. Every attempt has been made
to eliminate those activities that can be found at the
end of the chapter in most college texts. All students
have access to these, and it was felt that it would be
an unnecessary duplication to repeat them here. Only those
activities were included which could not be found in the
texts available, or which would specifically help the
teacher in converting the economic knowledge she obtains
into the materials of her subject matter field or grade
level
.
Another point concerns the type of classroom and
classroom procedure to be used. It is imperative that the
usual lecture method be abandoned, and a less formal system
be put in use. To attain the proper classroom system
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it is only necessary to extend the seminar method to include
the whole class rather than a few selected students. If a
regular seminar room can also he used, it will further
help attain the approach and attitudes needed.
It may he well at this point to set forth the units
that will follow those in this chapter. It is tentatively
planned to devise further units as the topics of Prices,
Money, Economic and Industrial jemocracy, and Consumer
Education end Co-operatives.
..
,
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UNIT I: OUR EVOLVING ECONOMIC ORDER
I. The Unit.
Our present econbmic order is the result of evolving
industrial and financial organizations that are not now
static, but constantly changing. It is now characterized
by large financial and productive organizations based upon
the right to private property and motivated by competition
for profits. The salient features of the productive organ-
ization are its minute specialization of labor, and its
fluctuations of activity. The outstanding feature of our
financial organization Is its unequal distribution of
wealth. The increasing power of labor, the varying demands
for social and governmental control and for wider distribu-
tion of wealth are constantly affecting this order.
II. The Delimitation of the Unit.
1. The development of capitalism, the financial organi-
zation of our economic order, began about the close
of the 14th century, with the end of the crusades.
The increase and extension of commerce, the develop-
ment of cities, and the decline of the manorial and
guild systems aided its early growth.
2. The rise of capitalism in modern Europe was quick-
ened and accentuated by the domination of Africa,
Asia and America. Europe acquired the materials
of capitalism from its colonies by military plunder,
by forced and unequal trade, by the imposition of
taxes and tributes. Slave labor in the colonies
also provided a basis for European capitalism.
3. It was in Italy, with the establishment of banks,
that capitalism made its first advances. Here the
Medici were typical of the early capitalistic
families. Later in the sixteenth century Germany
' and the Netherlands gained ascendency under the
leadership of the Fugger family.
4. In England, northern Germany, and Scandanavia, the
growth of capitalism was aided during the Reforma-
tion by the confiscation of extensive church land
which fell to the upper and middle classes. The
Reformation further aided capitalism by freeing it
of traditional restrictions*

5. The development of our present industrial or-
ganization began in England with the Industrial
Revolution, The result of interplay of many
important factors, its single cause was the
many inventions of the 18th century,
6. The Industrial Revolution did not occur as
suddenly as many early writers believed. It was
not so much a revolution as an evolution. Its
period of development in England was from about
1750 to 1850.
7. During this period, many inventions and their
perfections were introduced successively into
the cotton, woolen and iron and steel industries.
Other industries made use of machines. This
resulted in the substitution of the machine
process for hand methods, of artificial labor
for human labor.
8. Large supplies of raw materials had to be
purchased, machinery had to be secured, and
a force of labor hired. These could not
have been obtained unless a person, or a
group of persons possessed or could secure the
use of an accumulated stock of wealth.
9. The factory system was a major result of the
Industrial Revolution. While a few factories
existed before the Revolution, it was only
after the movement began that the system
became widespread.
10. Then large numbers of workers were hired for
pay by employers to work on employer-owned
machines in the production of a particular
line of goods.
11. An integral part of the factory system was
the wage system and the division of labor.
12. The factory replaced the home as the center
of production; the tools and machines were
no longer owned by the worker; the worker
was separated from the personal direction
of his work; discipline and regularity of
hours were introduced.
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15.
Political control of industry during this
period was strictly limited by the doctrine
of laissez-fa ire .
14. The Industrial Revolution was delayed in
America with the period from 1825 to 1875
marking the years of its development.
English laws prohibited the early shipment
of machines and their plans here. These
were brought over by individuals who had
memorized the plans.
15. Early leaders in the establishment of the
factory system in America were the textile
men Lowell and Slater. The inventions
of Whitney, Evans, Howe, and Kelly further
expanded the system.
16. Many of the industrial developments were
introduced and established in America without
the periods of experimentation that England
experienced.
17. Many depressing conditions arose as a result
of the transition from the domestic to the
factory system. Cities became vastly
overcrowded, housing was deplorable with
the demands upon sanitary facilities beyond
their capacity. Factories were wretched
with inhumanly long hours and no safeguard
against accidents. Woman and child labor
v/ere extremely abused.
18. Conditions were much less extreme in
America than in England.
19. During this period, many new problems
growing out of the Industrial Revolution
came into existence. Many of the problems
of capitalism v/ere further accentuated as
the older system of finance became more
closely integrated with the newer system
of industry.
20. The factory system resulted in an immense
increase in the proportion of v/orkers
wholly dependent upon wages for their
subsistence and upon the fluctuations of
the market for their employment.
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21. The factory system gave rise to a conflict
between the employers and the employees
concerning the claims to shares of profits.
22. The new methods of production represented
a long step forward in easing man's struggle
to satisfy his many wants.
23. The problems resulting from the Industrial
Revolution engaged the interests of men and
government with varying concern at different
times, some being corrected and ameliorated
early, others continuing down to the present.
24. The use of machines in farming produced
great changes in agriculture. The productivity
of land was greatly increased, and the cost
of production was reduced.
25. Periodic fluctuations in the productive and
financial activities of our nation, called
business cycles, became characteristic of
our economic society. The average duration
of the cycle is twelve years.
26. These cycles consist of four interrelated
phases, each having element that generate
the next. The four phases are depression,
recovery, prosperity and crisis.
27. The improvement of the factory and working
conditions began early and the corrections
evolved gradually.
28. England passed the first law regulating
industry in 1802. Thi3 law limited the
labor of children to twelve hours a day.
Other laws were gradually passed governing
working conditions, the labor of women
and children, and hours of work. In 1920,
child labor was entirely prohibited by
law in England.
29. Massachusetts took the lead in America in
passing laws to correct conditions. That
state, in 1836, passed a law dealing with
the working conditions, hours of labor,
and education of children. Further reforms
came with laws governing safety conditions.
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hours of labor for women, and with the
establishment of a factory inspection system
in 1867, and a state department of labor
in 1869.
30. By 1910, inspection laws were in force in
most industrial states, while laws limiting
the hours of work in occupations where
strain and toil were severe were in effect
in twenty-three states.
31. Workmen’s compensation laws, enacted in
practically all the states, have done
much to alleviate the problems resulting
from the loss of wages due to injury.
They provide the payment of a definite
schedule of benefits to workmen injured
in industrial accidents.
32. The conflict between employers and employees
led to the early development of unions.
33. The early concept of common law that combina-
tions of workers to raise wages was conspiracy
was modified slowly. In 1840, a court declared
them legal under certain conditions.
34. In 1870-1880 the Knights of Labor attempted
to unite all workers into one union, but
failed.
35. The Knights of Labor was succeeded by the
American Federation of Labor which united
various craft and industrial unions into
a loosely formed national organization.
36. John L. i-.ewis established, in 1936, the
Congress of Industrial Organizations to
oppose craft unionism and advance the
vertical union.
37. The advance of unionism has been marked
by violence and several abortive attempts
to legalize their activities.
38. The Norris -LaGuardia Act in 1932, and the
Wagner Act in 1936 were the first effectively
legalized unions.
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39. A consequence of the Industrial Revolution has
been an increase in the size of the producing
unit in the amount of capital used, the number
of workers employed and the volume of output.
40. Big financial and industrial organizations,
while not entirely supplanting the small, have
become the most powerful of all the business
organizations in our society.
41. The corporation is the dominant legal and
financial form under which this one management
comb ines
.
42. The Industrial Revolution an£ capitalism have
resulted in an unequal distribution of wealth.
Several studies show that the trend has increased
during the past tv/o decades.
43. The union of several industrial units under a
common management takes several forms: the
horizontal combination, either of simple or
complex consolidation; the vertical combination.
44. Governmental power has grown to be a control-
ling factor in our evolving economic life with
the decline of laissez-faire .
45. Ownership and property holding has modified
only slightly by law since the Industrial
Revolution. However, in large business enter-
prises its pattern has greatly changed.
46.
Competition, the struggle between two or more
people to achieve some goal which cannot be
reached by all, has been modified by law and
practice
III. Indirect Learning Products'1"^
1. an appreciation of the dynamic everchanging nature
of our economic order, and of the human efforts
that have advanced it to its present stage.
2. An attitude of objectivity toward changes that
are now occurring in that order.
l/ Roy O.Billett, Fundamentals of Secondary School Teaching
,
(Boston: Houghton Mifflin Co. 1940 ) p. 5 06. under Indirect
learning products the teacher has tried to name certain
ideals or attitudes, or appreciations to which the incre-
ments of meaning, insight, or skill which are the unit and
its delimitation may contribute."
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IV. The Unit Assignment
(Tentative time allotment: five weeks, three periods
per week)
A. Introduction
The instructor shows a current newspaper to the class
in which all items of an economic nature have been covered
with black crayon. He discusses with the class the im-
possibility of intelligent understanding of today* s issues
without an understanding of economics. The class is then
shown several new s clippings with the words "proposed",
"discussed", to show that changes are being proposed. The
point to oe brought out is that the past must be known to
maintain a bearing on these demands for and against changes.
The study guide .is discussed and fully explained.
B. For individual study and investigation.
1. Why can we say that the financial organization of
our economic society is older than the industrial?
What historical developments gave rise to and
further strengthened this financial organization?
(1:85, 85-90, 150, 214; 3:142-146, 132)
2. Who were the early leaders in this movement and
what procedures did they U3e that gave them
ascendency?
(1:83, 89; 7:3-48; 3:138-140)
3. What conditions existed in England about 1700
that prepared the way for the Industrial
Revolution?
(6:40-53, 55; 3:174-178; 9:252-254)
4. \ihat were the technical changes without which
the Industrial Revolution would not have occurred?
(3:178-183; 6:58-60; 9:287-302, 324-326, 354-337)
5. What does the length of the period generally
stated as that of the Industrial Revolution
indicate about the nature of thds change? Was
the early perspective the same as the more
recent in this matter?
(9:249, 271-272; 3:173; 6:60-62)
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6. What industries were the first effected by
the new machines? (6:58-59; 9:355; 3:178-182)
7. Why does the ractory system represent such
a marked departure from the past in relation
to ownership of the means of production, the
method of payment for work done upon articles,
the type of article produced, the activity
of the individual in production?
(9:346-347. 350; 6:99-102)
8. How did the factory system abolish the
principle economic resources of the
handicraftsmen? How did the factory system
give rise to the conflict between employer
and employee?
(9:351, 364-365; 8:200-201; 4:284-287)
9. What changes did the Industrial Revoluation
produce in the size of the city? the use of
the home?
(6:69-71; 8:197)
10.
How was the development of the factory system
dependent upon c apitalism? (9:347; 8:199)
11* What conditions here and in England set the
pace of the Industrial development of our
nation? How was it introduced? What
advantage did our nation have over England
in the technical field?
(6:71-73; 3:191, 193-196)
12. What were the contributions of early leaders
in our Industrial Revolution? (8:194-196)
13. What was the attitude of both governments
toward the new development s?
(3:273-274, 282-288; 9:387-389)
14. What conditions prevailed in the early
factories in regards to working conditions,
hours of labor, labor of women and children?
(3:186-188; 6:507; 9:357-359; 6:Vol. 11,511)
15. How did the conditions of the factory worker
in iunerica compare with those of England? What
circumstances caused the difference?
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16. How did the factory system and the growth
of cities reduce the possibility of a man
securing subsistence outside of industry?
What were some of the effects of this
condition? (9:365; 8:198-200)
17. what changes occurred in agriculture as a
result of the introduction of machinery?
In what ways did the rarm keep free of many
of the problems that arose in industry?
(3:214-218)
18. How did specialization reduce the creative
work of the laborer? How was specialization
dependent upon the development of railroads?
(3:216, 296-301)
19. What is meant by the business cycle? When
did the major depression periods and major
prosperity periods in America occur? What
are the four- phases of the business cycle?
(10:4, 5: 236-239, 2:165, 3:293-296)
20. In what sense do depressions magnify
insecurity problems? increase the problems
of holding property and maintaining livelihood?
(8:203; 10:10-11, 6:Vol.II 230-231)
21. What were the first laws concerning factory
conditions that England passed? What
opposition did the laws first face?
(6: Vol. II, 508)
22. What state passed the first factory laws in
America? With what were these laws concerned?
(6: Vol. II, 509; 8:401)
23. In what direction and how quickly were the
first laws expanded? (8:401-403; 3:283-287)
24. What is the present status of laws regulating
safety conditions and hours of labor in
American factories? How extensive are they?
How inclusive are they?
(6:Vol.II: 448, 515; 10:362-364; 2:292-298)
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25. How did common law hamper the worker in
securing damages for industrial accidents?
How did workmen* s compensation laws change this
condition? How do these laws operate?
(6: Vol. II: 523-527; 10:383-385; 292)
26. I'ifhat were workmen* s combinations first
considered under common law?
27. VJhat were some of the early attempts to form
labor groups and what were the results of
these attempts? (8:202; 6:Vol. 11:529,
533-537; 8:311-316, 318; 10:346)
28. Hoy/ did the Knights of Labor differ from the
American Federation of Labor? b-ow does the
A.F. of L. differ from the C.I.O.?
(6: Vol. II: 537-541; 10:346-350)
29. Describe some of the violence that resulted
from activities of the labor unions and the
opposition to them. (6:Vol.II: 563; 11: Chapter V)
30. What lav/s are nov/ in effect that regulate
labor disputes? (6: Vol. II, 545, 566, 568-574;
8: 450, 458, 476; 10: 359-361; 2: 267, 301)
31. What is the relation between the demand of
labor and insecurity? (9: 529; 6:Vol.II: 477-479)
32. What problem does Social Security attempt to
correct? How does it function?
(6: Vol. II: 490, 515, 518-520; 8: 459; 10:378-383)
33. What conditions introduced by the Industrial
Revolution contributed to the growth of large
enterprises? How did this accentuate the
trend already begun by capitalism?
(8: 318; 306-311; 4: 117-118; 9: 511)
34. What do recent studies of business shov/ in
regard to this trend? Have small industrial
plants been entirely supplanted by the large?
(5: 87-90, 96; 10: 278-280; 6:Vol.II: 248-255)
•etiij v
• * •
35 . What forms can the union of several industrial
plants under one management take? What
are the characteristics of each form? What
are the industries typical of each form?
(5:105-111; 6 :Vol. II : 248-255)
36. What is the legal form that these combinations
are most apt to take? (5:81; 6:246-248)
37. What are some of the statistical difficulties
involved in trying to determine the actual
distribution of wealth in the United States?
What are some of the most famous studies In
this field? What trend do they indicate?
(10:25-38; 6:Vol.II: 467, 483, 479; 4: 258-265;
9: 508-511; 12:16; 8: 479; 13:626-628)
38. How do inheritance and family status help
perpetuate differences in wealth? How does
the existence of corporate business enter-
prises promote the aggregation of money?
(5: 433; 10: 49-51; 288; 6:Vol.II, 485;
4: 265-267)
39. How has the government increased the scope
of its economic regulation? its economic
activity? (3:444-452; 10:426, 429-434; 8:456-460)
C. Optional Related Activities
1. The following are some less widely known novels that
depict stages or outstanding events of our national
industrial and financial development. Read any
that interest you and write a short essay on the
insight which it gave. Will Payne, Mr . Salt :
Winston Churchill, Mr. Crewe’s Career ; John"
Trotwood Moore, The Bishop of Cottontown ; F. S.
Isham, 31ack Friday ; Frank Harris, The Bomb ;
Frank Norris
, ( 1 ) The Pit , (2) The Octopus;
Walter Hurt, The Scarlet Shadov/; Upton Sinclair,
(1) Boston, ( 2 ) C aptain s of Indus try .
2. Make a list of characters found in outstanding
American and English literature whose mode of
life was greatly affected by the economic age
in which they lived; for example: Silas Marner
and the domestic system.
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3. Find some literary works that were inspired by
industrial conditions, good or bad, and analyze
those conditions the work describes,
4. Illustrate specialization by area by preparing
a map of the United States to show where a
particular type of production has been established.
5. On the map made in (4) draw in the railroads,
and then write a brief, clear explanation of
how they make this specialization possible.
6. Consider in detail the history of the largest
industry typical of the area in which you will
teach. Place the time of its establishment
in relation to the Industrial Revolution;
find the period of its greatest development;
determine the type of industrial organization
it is at present, and to what extent its
production has been specialized.
7. Study an industry, preferably a type that is
in operation in the community in which you
will teach. Collect the- relevant literature
and from this source find the progress of
its machine methods. In this study pay
particular attention to its increased labor
productivity and technological unemployment,
if any.
8. Prepare a resume of the strikes that have
occurred in an industry in your school district.
Outline the tactics used by the employer and
employee
.
9. Prepare a list of the positions which most
likely will be more quickly affected by a
decrease in business activity.
10. Collect pamphlets that give the information
of a young worker in your city may need to
know concerning Workmen's Compensation and
Social Security.
11. hake a list of all the unions represented
in your city. Find out, from one of them,
(a) the extent to which it has organized
the worker, (b) any collective bargaining
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in v/hich it has engaged, (c) what dues its
members pay, (d) how the wages of its members
compare with wages in unorganized trades, and
(e) its social activities.
12. Collect some prints and posters concerning
the development or present state of industry
suitable for class use.
13. Prepare an essay on the influence of the last
depression upon the school. Discuss its effect
upon school expenditures and pupil morale.
14. Make a chart of selected home conveniences
showing the dates of the introduction of each,
and the industries and groups of people each
is dependent upon for its construction,
functioning, and upkeep.
15. Study an arithmetic book used in the schools
to find if the details used are realistic.
For example, is the interest rate used in
problems that most commonly offered.
16. Find the extent in which a gr iculture has
mechanized in your state. Make a chart
similar to the one suggested in (14) for the
farm machines you found in use.
17. Collect some figures on the mortgage fore-
closures on farms in your state, the present
price of acreage, and the possible terms
of purchase.
18. Determine the extent to which farmers of
your state, or better, your school locale,
are aided by Federal Subsidies.
19. Find by a visit to its local office, how the
United States Unemployment Service works.
Determine as completely as possible the
details that a high school student first
using the office to find employment should
know.
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20. Collect the printed materials published by
the two widely separated Chambers of Com-
merce in which special inducements to new
industries are set forth. Determine whether
the inducements are freedom from taxation,
cheap land, reduced rates on power, alleged
proximity to natural resources, labor peace,
low labor costs or some other reason. By
studying the state laws of the localities,
find what the people of that state might
forego to make the inducements possible.
21. Find out what industries might be needed in
your locality to fully utilize the labor
power available.
22. Construct a time graph that will show the
comparative historical youth of the In-
dustrial Revolution. Above the graph,
plot the increases in horsepower that
technology has made possible. (See Marshall's
Our Economic Organization )
23. Construct a Gaussian curve to show the
distribution of incomes in the United States
as reported in the last Statistical Abstract.
24. Make a pictorial graph showing the states
that have child labor laws and the age
limits set by these labor laws. (See:
Modley ; How to Use Pictorial Statistics )
25. Make a bar graph showing the difference of
incomes within the various states using
the Statistical Abstract of the United
States as the source of information. Ex-
plain what significance the differences
shown might have.
26. Make a pictorial graph showing the increase
and decrease in industrial activity that
has occurred in the different states during
the past twenty years. Explain the causes
for the changes. j shown.
27. Deduce as nearly as possible from observa-
tion the various income groups in the school
district where you intend to teach.
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Determine how the vocational and educa-
tional interests of the groups will vary.
28. Read a book that describes the Second
Revolution and write a critical essay
analyzing the possibility of this move-
ment affecting history to the extent
that the first movement has.
29. There are many bibliographies covering
the topics included in this unit. Take
several related books on the subject that
interests you and write a critical essay
on the topic studied.
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LIST UP REFERENCES FOR STUDENT USE
1. Haye3, Carlton, J. H. A Political and Cultural History
of Modern Europe, Volume 1 {ifew York: The Macmillan
Co. 1952)
2. Spengler, Edwin H. and Jacob Klein. Introduction to
Business
.
(New York: McGraw-Hill Book Company, 1939)
3. Modlim, George Matthews and Prank Traver de Vyver,
The Development of Economic Society. (Boston: Little,
Brown and Company, 193?
)
4. Taussig, F. W. Principles of Economic s. Vol. II;
(New York: The Macmillan Company, 19337
5. Gemmill, Paul Fleming. Fundamentals of Economics
,
(New York: Harper and Brothers^ 1950
)
6. Fairchild, Fred Rogers, Edgar Stevenson Furniss and
Norman Sydney Buck. Elementary Economics
.
(New York,
The Macmillan Company, 1939)
7. Flynn, John F. Men of Wealth , (New York, Simon and
Schuster, 1941)
8. Beard, Charles A., and Mary R. Beard. A Basic History
of the United States. (New York: Garden City Publish-
ing Company, 1944)
9. Usher, Abbot Payson. The Industrial History of England
(New Yor,k: Houghton Mifflin Company, 1920)
10. Atkins, Willard E. and James D. Magee. A Problem
Approach to Economics. (New York: Harper and Brothers,
193V7
11. Brooks, Robert R.R. When Labor Organizes. (New York:
Yale University Press, 193*7)
12. Strout, Richard L., "How 130 Liquid Billions are
Divided", The Christian Science Monitor , (June 25,1946)
13. Bowman, M.J. "Graphical Analysis of Personal Income
Distribution in the United States" American Economic
Review (September, 1945)
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ACHIEVEMENT TEST FOR UNIT ONE
>
I
In the proper space below, write (T) if the statement fol-
lowing is true. Write (F) if the statement is false.
( ) 1. The Medici was the outstanding banking family of
the early sixteenth century.
( ) 2. Europe, in 1500, had a factory labor class necessary
to the development of capitalism.
( ) 3. Importation from America impeded the development
of capitalism.
( ) 4. In the late sixteenth century the Germans and
Netherlands were the leaders of European economic
expansion.
( ) 5. Capitalism had a strong hold on European economy
by 1600.
( ) 6. The Industrial Revolution was more an evolution
than a revolution.
( ) 7. The early banker engaged exclusively in financial
activit ies
.
I ) 8. Fairchild holds that a knowledge of the Industrial
Revolution would encourage a healthy skepticism
toward reform.
( ) 9. Specialization had been introduced before the
Industrial Revolution.
( )10. The "round about" and "putting out" system of
production are identical.
( )11. England prohibited shipping new factory machines
to other nations.
( )12. The term "seasonal cycle" is considered idential
with the "business cycle".
I )13. Half the states of our nation have minimum wage
laws.
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( ) 14 .
I )15.
( )16.
( )X7.
( )18.
( )19.
( )20 .
( )21 .
( )22 .
( )23.
( )24.
( )25.
( )26.
( )27.
( )28.
( )29.
The common law doctrine of assumption of risks
caused the employer to pay for industrial ac-
cidents resulting from common hazards.
The vertical union cuts across craft and trade
divisions.
Violation of an injunction results in trial by
jury •
Increasing the size of a plant and duplicating
its equipment is called aggregation.
Small business is numerically dominant among the
manufacturing enterprises of our nation.
General Motors is a type of holding company.
A holding company must control 51# of a corpora-
tion's stock to be able to dictate its policies.
The Children's Bureau is a subdivision of the
United States Office of Education.
The Standard Oil Company was the first trust
formed in this country.
The Supreme Court has ruled that a corporation
has the legal rights of a person.
The success of the federal government in dis-
solving the Standard Oil Company was of little
practical value.
Germany and New Zealand just insured workers
against loss of wages due to accidents and
sickness •
The I.W.W. was most radical of American labor
unions
•
The Social Security act covers domestic workers.
Tax reduction was used to encourage curtailment
of farm products under the A. A. A.
Demands were made in 1930 for inflation*
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In the following underline the word that best completes
the sentence and write its number in the space in the margin.
( )30. The first to feel the effects of mechanization was
the (1) woolen, (2) steel, (3) cotton, (4) iron,
(5) shipbuilding industry.
( )31-33. The first English factory act passed in (1)
1802 (2) 1770 (3) 1850 limited the hours of
labor for children under (4) twelve, (5) seven,
(6) nine years of age to (7) ten, (8) fifteen,
(9) twelve hours daily.
( )34 • The large profits of English commercial activities
provided the new industries with the necessary
(1) legal precedence, (2) capital, (3) forms of
computing cost, (4) trained leaders, (5) willing
workers
.
( )35. The first inventor of the Industrial Revolution was
(1) Bessemer, (2) Hargreaves, ( 3 ) Watt, (4) Kay,
(5) Crompton, (6) Cartwright.
( )36. The total production of America's most important
farm crops from 1850 to 1900 (l) remained constant,
(2) decreased, (3) doubled, (4) increased five-
or six-fold, (5) increased slightly.
( )37. In the business cycle, the fall in the amount of
raw materials purchased is a mark of the period
of (l) depression, (2) revival, (5) crisis,
(4) prosperity.
( )38. The early interpretations of common law regarded
workmen's combinations as (1) acts of restraint
of trade, (2) conspiracies (3) duress, (4) treason,
(5) a legal remedy.
( )3Q. The Lair Labor Standards Act is limited to those
industries engaged in (l) corporate activity,
(2) production for the government, (3) labor
mediation, (4) interstate commerce, (5) transporta-
tion industries.
( )40. An industry employing only union help is called
(l) an open union shop, (2) a closed shop, (3)
vertical union shop, (4) membership shop.
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( )42.
I )43.
( )44.
( )45.
( )46.
( )47.
( )48.
( )49 .
A wartime measure imposing heavy penalties on
strike leaders was the (1) Vigilante Act,
(2)
the Smith-Connally Act, (3) The Wage
Stabilization Act, (4) the Steel Formula,
(5) Walsh-Healy Act.
The most common legal form of combined industrial
plants under one form is the (l) holding company,
(2) partnership, (3) corporation, (4) trust,
(5) the pool.
Vertical combination consists of the concentration
under one office of two or more manufacturing
units making products that are (1) successive,
(2) unlike, (3) standardized, (4) similar,
(5) durable.
The income unit in modern society is the (l)
weekly wage, (2) taxable income (3) individual
pay, (4) annual earnings, (5) family earning.
The form of business which showed the greatest
increase in importance in the last half of the
19th century was (1) the corporation, (2) the
partnership, (3) cooperative enterprise, (4)
individual ownership, (5) the association.
Prior to 1933, most of the funds for the relief
of unemployment in the United States was pro-
vided by (l) labor unions, (2) local govern-
ments, (3) the federal government, (4) state
governments, (5) private charities.
An organization formed to control a corporation
or group of corporations by owning stock in
them is called (1) trust, (2) board of governors,
(3) holding company, (4) pool, (5) locking
directorate
•
The Secretary of Labor became a member of the
cabinet in the year (1) 1921, (2) 1875,
(3) 1935, (4) 1913, (5) 1898.
Estimates of the national wealth were made for
many years by (1) Ogburn, (2) Mills, (3) Watman,
(4) King, (5) Georges.
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( )50. Labor unions have influenced the government to
(1) adopt a laissez-faire policy in government,
(2) adopt a policy of reciprocal trade, (3)
grant homesteads to unemployed workers, (4)
I restrict immigration, (5) change the legal
concept of contract,
III
51-55. Capitalism, according to Hobson, includes which
of the following characteristics? (Check only 5)
( ) the acquiring of raw materials and tools
( ) organization on a large scale
( ) quantities of natural resources
( ) hired labor
( ) interest
( ) an accumulation of wealth
( ) conflict between labor and capital
( ) profits
IV
A. 56-61. Place in the blank before each name the number of
the item with which each man is commonly identified.
Samuel Slater 1. Limitation of labor injunc-
tion.
Jacob Fugger 2. Integration of industrial
production.
Fiorella LaGuardia 3. Utopian-Socialist reformer
4. English factory bill
5. Still famous banking family
6. America’s first cotton
factory
7. Fifteenth century banking
8. The Pullman Strike of 1894
9. Labor group v/ithin the
two party system.
Andrew Carnegie
Samuel C-ompers
Earl of
Shaftesbury
B. 62-66. Directions same as
Oliver Evans
Henry Cort
I Henry Wyatt
Edward Arkwright
James Hargreaves
above
.
1. The reverbatory furnace
2. High pressure steam engine
3. Claimed first use of rollers
in spanning
4. The spinning Kenny
5 . Water frame
6. The mule
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C.67-72 Place in the parentheses before the words in
Column A the number if the phrase in Column 3
that most nearly describes it. Also in the
parentheses in Column A place an "Lu before
the word that indicates a weapon of labor,
and an UE" if a weapon of the employer.
( ) strike 1. Movement to discourage purchase
of product.
( ) boycott 2. Wilful obstruction of industry
3. itist of names of agitators
( ) lockout 4. Organized cessation of work
5. Use of state militia
( ) blacklist 6. A court order forbidding a
specific act
( ) injunction 7. Closing of factories
( ) sabotage
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ANSWERS TO TEST FOR UNIT ONE
I
1 . (T) 42. (3) 76. (2A)
2. (F) 43. (1) 77. (30)
3. (F) 44. (5) 78. (3B)
4 . (T) 45. U)
5. (T) 46. (5)
6 . (T) 47. (3)
7. (P) 48. (4)
8. (T) 49. (4)
9. (T) 50. (4)
10. (F)
11. (T) Ill
12. (F) 51. the acquiring of raw materials
13. (F) and tools
14. (F) 52. organization on a large scale
15. (T) 53. hired labor
16. (F) 54. an accumulation of wealth
17. (T) 55. profits
18. (T)
19. (T) IV
20. (F) A.
21. (F) 56. (6)
22. (T) 57. (7)
23. (T) 58. (1)
24. (T) 59. 12)
25. (T) 60. (9)
26. (T) 61. (4)
27. (F) B.
28. (F) 62. (2)
29. (T) 63. (1)
64. (3)
II 65. (5)
66. (4)
30. (3) C.
31. (1) 67. (4L
)
32. (6) 68. UL)
33. (9) 69. (7E)
34. (2) 70. (3E)
35. (2) 71. (6E)
36. (4) 72. (2L)
37. (3)
38. (2) V
39. (4) 73. (1A)
40. (2) 74. ( 3C )
41. (2) 75. (3B)
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UNIT TWO: OUR EVOLVING ECONOMIC THOUGHT
I. The Unit
Economic thought is constantly changing. Economics
as a separate and distinct science had its origin in the
eighteenth century. Since then it has divided into the
diverse Classical, Historical, Institutional schools and
that of ”Sc lent if ic" Socialism. As diverse as the science
proper are the thoughts derived from it that now affect
society. These thoughts range from a concept of laissez -
faire to one of economic democracy. Diversity is the
result of fundamental differences.
II. The Delimitation of the Unit.
1. Adam Smith is generally recognized as having founded
a distinct and separate science with the publica-
tion of his Wealth of Nations .
2. The Wealth of Nations marked the beginning of the
Classical School of Ec onomi c s . Re pre s ent at ive
of this school were Malthus, Ricardo, Senior,
Bentham, and later, Marshall.
3. The Classical School used the method 4)f inquiry
known as the abstract, deductive, hypothetical and
“a priori 11 . It arrived at its principles by
reasoning from assumed premises.
4. The Classical school was dominated by the
philosophy of the hedonists as represented by
Hobbes, Locke, and Hume. This philosophy
taught that individual self-interest was the
ruling motive in society; there was no social
objective other than the separate ends of
the individuals who composed society; the
greatest social good was the maximum individual
happine ss
•
5. Adam Smith’s philosophy was based on the belief
that the natural order should not be inter-
fered with by outside agents. He believed that
each man in struggling for his own good would
produce the best for the group.
..
.
-
:
’
•
.
. .
’
.
- 3.' o or
t
'
«
.
•
:
.
•
-
.
’
, u
*•*
- oi u
.
.
.
,
•
•
‘:ne. t :o: ,
n
'
. t
.
:jf. I o *:J xU o t * os il . > ~ u.;c
.
.
- j. .
'
.
.
,
•
ft; i ^ £>t>e<} oo 'o 3J 3i f . orif
'
-
"sin.', so , r : »:• • .v ’S-. b.
i.JOV ' * C . U . *
.
L •• :
6. The Wealth of Nations actually dealt with
ind ividual r iche s . Its title and outlook
Is explained by Smith’s acceptance of Cocke’s
philosophy*
7. Despite claims to the contrary, the early
classicists often included personal opinion
with the scientific reasoning,
8. Mai thus, after his pessimistic study of
population, concluded that nothing could be
done about conditions,
9. The Classical school was based on the belief
of a natural law that was an immutable principle
of human conduct •
10, The hypothesis of the natural lav/ was coupled
with a belief in the infallibility of self-
interest,
11, Lauderdale was one of the first to oppose the
Classical school,
12. The reaction against the Classical school
obtained a scientific basis about 1850 when
Roscher, Kieves, and Hildebrand began treating
economics from the historical point of view,
13. The economists of the historical school
emphasized the relativity of economic laws
and institutions, the inductive method of
reasoning from concrete historical data and
the interrelation of human motives and the
social sciences,
14, The Historical school attacked the Classicists’
narrow and individualistic scope, the static
nature of its postulates and lav/s, and its
abstract method.
15. The philosophy of Kant, Fichte and Hegel
marked the Historical school with a tendency
to subordinate individual wants to social
and especially national ends.
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16. Schindler, Held, Brentano and Wagner were members
of the Historical school.
17. Scientific Socialism was developed by Rodbertus,
Karl Marx, Tassalle, and Fredrick Engels.
18. The scientific socialists believed in the power
of human judgment to cope with physical facts,
in collective action, in a materialistic doctrine
concerning the equality of man, and in the
adverse influence of institutions upon men.
19. The results of socialism have been to emphasize the
importance of institutions, the social point of
view, the economic functions of the state.
20. The Neo-Classical school was led by Marshall
of Cambridge. He did much to re-establish
respect for Classical economics.
21. Marshall maintained that relatively fixed
"tendencies" existed in economic life. He
thought that these tendencies could be defined,
but might require modification due to cir-
cumstances. His method was seductive.
22. Veblen, at the turn of the century, founded
the Institutional school.
23. Veblen’s first book. The Theory of the Leisure
C la s
s
,
appeared to have nothing to do with
the conventional idea of economics. It was
a psychological and historical analysis of
class relationships written with a wealth
of ethnological detail.
24. There are many resemblances between the
Historical and Institutional schools.
25. The Institutionalists believe that group
"behavior" not price should be the central
theme of economics; that human behavior is
constantly changing and that economics
generalizations should be relative to time
and place. They hold that that the important
motives which influence individuals cannot
be measured, that departures from the normal
equilibrium are normal.
•"=»c :o. . e
'
•
•:
•
'
‘
r
. t <- £ o
'•
• n . . j . ..
.
•
;
; l ‘ ’• :• in
. .
•*
•
‘
.
••
. .
j *x :••> ' '. . s'.
,
.
•>
’
‘ ;oo -•
;
j; . : : Y>
' .
•
.
•
.
.
*
;i J ' •
.
.
.
J Q':: V r o , / o si ucei on '
.
.
'
.
r.. £ ? ‘ :
.
‘
•'
>'i ' ;
in' -3.1 II
.
,
-
‘
r> c f.
‘
*
• » o *'• >0‘i if' ’ rst J
•
.
‘
•
.
‘
.
-
-v .
.
•
bo. rt:;o‘J: <*.-• J r ;
,
Id SV
. .
.
.
.
:
*!
’
' ' V rT V Y’
'
.
'
: a
.
I ri •) v dj c [j. .so Y on v ii 7,~u oc :I
* n • M ; n
.
'
.
:
'
.
...
26. The Institutionalists use the term “institutions"
to include habits, customs, legal forms*
27. Henry C. Carey was the first American economist
of note.
28. Not until 1885 when the American Economic Associa-
tion v/as formed did our nation or its colleges
take a great interest in the science of economics.
29. Men in public life are apt to confine their
investigations to devising thumb -of-rule laws.
They add little or nothing to economic science
as such, but do much to contribute to its
popularizati on.
50. Typical of the economic writings of public leaders
are those of Franklin, Morris, Gallatin, Jefferson.
Hamilton's grasp of fundamentals and his originality
have made him an exception.
31. The Institutionalists, led by Tugwell, had great
influence during Roosevelt's wew Deal era.
This was one of the first times that economists
played a great part in government.
32. Economic specialists have been engaged in greater
numbers since 1933 to work for the government
in particular fields.
33. Public opinion is a composite of economic ideas
that have been derived from the science. It is
apt to consist of phrases that express the
philosophy of the original with, at times, little
relation to the real thought.
34. Public opinion on economic questions in the
United States may be grouped under the headings
of Conservative laissez-faire
,
economic democracy,
and socialism.
35. Public opinion on economic issues is greatly
influenced by a press and radio that is owned
by the conservative class.
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IV. The Unit Assignment
A. Introduction'
The instructor illustrates through simple examples
that thoughts and ideas are necessary for human action,
and that action in turn modifies the original and
gives rise to new thoughts and ideas. This observation
is related to economic activity and change. The
point is made that just as there have been changes
in the economic order, so there have been changes in
economic thought. It is further emphasized that the
Interrelation of cause and effect between activity
and thought in this field is particularly complex,
is often tenuous and contradictory. An overview
of the unit is presented.
B. For individual study and investigation.
1. Did early thinkers in economics limit themselves
to that particular field? If so or not, what effect did
this have upon their work? (1:715)
2. What was the significance of Adam Smith* s Wealth
of Nations for economics as a science? What school of
thought did Smith found with his work? Who were some of
the prominent members of the school? (1:720-721;
6:242-243; 9:83, 272, 454-455; 8:122-124)
3. What was the influence of natural philospphy on
Adam Smith? Hoe did this affect his attitude toward the
state? How did Smith’s theories give the force of
inevitability to man’s activity? (2:145-155; 8:119, 122,
124, 141, 150; 9:389-390)
4. What was the method of inquiry of the Classical
School? How did it use details? historical materials?
(1:726, 728)
5. Who were the successors of Adam ^mith and what
were their contributions? (5:11-13; 1:156; 7:243-244,
441-443; 9:17-19)
6. What conclusions did Malthus come to concerning
government action? Why did he maintain this belief?
( 5 : 12 )
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7. Were ^mith and his followers in opposition to
all governmental activity in relation to economic affairs?
(5:9-11; 7:229-232)
8. What is Seligman^ opinion concerning the results
of the laws arrived at by Ricardo? (5:13)
9. Who first expressed opposition to the Classical
School? (5:15; 7:381-384; 8:191)
10. How did the basic philosophic ideas of the
Classical differ from those held by the Historical School?
(1:732, 734; 4:265, 274; 7:537-538, 541)
11. On what points did the Historical School
criticize the Classical? (1:733, 738; 7:23, 541-542;
9:18)
12. What were the main tenants of the Historical
School? (7:540-541)
13. Who were some of the outstanding men of the
Histocial School? (5:147; 7:540-549)
14. Who were the outstanding men in the School of
Scientific Socialism? What contributions did this school
make to scientific economics? (1:270, 214-214;
7:480-495; 9:18-19)
15. What school of economics did Marshall found?
What was its interpretation of the term "economic laws"?
(9:19; 6:32-33, 37; 7:637, 648-656, 694-695)
16. Who founded the Institutionalist movement?
(7:740; 9:19)
17. In what way do the Historical and Institutionalist
Schools agree? the Institutionalists and the Classicists
disagree? (5:15-17; 7:743-744, 748)
18. What are the principle tenets of the Institution-
alists? (7:741-742 )
19. What was the term " instituions" mean to include?
(9:17-18)
20. Who was the first American economist of note?
(7:315)
..
....
j : . :
•
' r !
•X . . .
.
. i- I
.
( 1:3 ; '5- V ;3X; ')
'
?Io JiXoX X- oim
1 , • ' .
'
I
•
• : V : V t 7: .) .
'
X ; -
•'
'
• ?
> t.
.
I . . V) :io .r
0 L
•- : V
; V *- - :
1
/ v
'r
J.o ’ •’
' •
• Ol ' ’ i i'. J
wicJ
/ : *
.
'
'
( >V- .-*••• : V) V 3 1.3
i
*
•
.9 0 ’ '
:
21. What does the date of the founding of the
American Economic Society indicate regarding our interest
in the science of economics? Ytaat environmental factors
influenced our interest and why? (3:11-13; 23-24;
5:145-146; 4:240, 248; 7:713-716, 719-722)
22. What does the charter of the American Economic
Association indicate about the interest of its leaders?
Who were these leaders? (4:247; 5:148-153; 7:719-721)
23. Explain the significance of Dunbar’s "rule-of-
thumb'' in relation to the practical application of
economics. Was it typical of the approach of our early
statesmen? (3:8-10; 99; 5:128-134)
24. How did the approach of Franklin and Hamilton
to economic investigation differ? (3:6-8; 7:316)
25. Where do popular izers of economics get their
information? And to what are they moB t likely to devote
their interest? (4:241-242)
26. From what source do most people derive their
knowledge of economics and their explanation for the
economics they experience? (11:383; 12:736, 738, 762,
798, 292)
27. To what extent might the average person’s
interpretation of economic terms approach the meaning of
the original? (12:775-776, 725)
28. Why is more than the economists’ opinion needed
before action can be taken on an issue that appears strict-
ly economic? What are the possible limitations of the
economist as an advisor in public affairs? (1:722, 740;
7:4, 708; 13;)
29. What a re the typical opinions held by people
concerning economic aspects of social and political
problems? From what school of thought do they appear to
be derived? (11:403-420, 93-95)
30. How do Mahoney’s ideas concerning the practical
working of our economic order differ from those held by
the average person?
31. How might Mahoney’s ideas be considered a logical
step in the normal course of the evolution of economic
thought? De prepared to defend your agreement or dis-
agreement .
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C. Optional Related Activities
1. Read Alfred M. Bingham’s Man’s Estate :
Adventures in Economic Discovery or Thurman W.
Arnold's The Folklore of Capitalism . Both
present economic ideas in relation to actual
conditions. The title of the first indicates
its more personal nature: the second is more
objective, more profound, and covers a wider
scope
.
2. Study the practical application of the
philosophies behind the systems of Russia, and
the pest German Third Rieeh. Make a chart
showing the fundamental principles and the ex-
tend of their application. (see Atkin’s
Problem Approach to Economics
.
Chapter XXVI
.
)
3 o Make the ideological ’’scale” suggested by
Mehoney on page 322 of his For Us The Living .
4. Frepare a brief talk and discussion questions
suitable for use in your future classroom on
the career of one of the following economic
democrats: Josephine Roche, Samuel S. Fels,
’’Golden Rule” N--ish on the Filenes.
5. Compile information on the background and
sponsors of a radio commentator who devotes
much time to economic problems. Use the
Guide to Periodical Literature in compiling
your bibliography. Determine the background
of the man, his education, his past experience,
ftrite a critical essay from the findings of
your investigation. (For an example of such
an essay, see New Yorker ’ s article on Gabriel
Heatter
.
)
6. Find out how organizations have attempted to
influence and control the economic ideas
presented in the public schools. (see Beale’s
Freedom of Teaching in the Schools
.
)
7. Determine whether the school system in which
you intend to teach has ever been influenced
by some of the more subtle technicues described
in the book cited in (6) above.
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6 . Read Road to Serfdom and Road to Reaction to
determine the schools of economic thought
which influenced each. Both are popular
books that represent opposite views.
9.
Collect typical pamphlets that are often
mailed to schools by the CIO-PAC, and the
National Association of Manufacturers#
Contrast their treatment of a particular
problem, and show the historical background
of their ideas#
10. Make a list of the phrases you find used by
people outside the academic world in discussing
economic questions. Classify them as to their
historical background.
11. Compare the similarities and differences of
arriving at scientific validity in economics
and in experimental education.
12. Read a daily newspaper, again preferably in
the area in which you intend to teach, to
determine the extent to which its articles
contain the technique of the public relation
counsel, (see Propaganda Analysis : Vol I.)
13. Read a biography of one of the economists
mentioned in this unit. Since biographies
are available for only a few, you might write
a biographical essay from data you collect.
14. Make a correlation between the influence of
psychology on economic science snd the
development of psychology itself.
15. Collect the first formulas used by the early
mathematical economists, and explain the
progress made in the field since that time.
16. Write to the National Council for Churches
of America and to the National Council of
Catholic Welfare for some of their pamphlets
that express their economic philosophies.
Compare these with those from a secular
organization
.
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17. Make a chart showing the events that occurred
during the lives of representative economists
13. Make a graph showing the ways in which the
various schools of economic thought expanded
and contracted the scope they felt should
be that of economics.
IS. Make a collection of new articles that
concern the ’’Brain Trust.” Find the various
arguments used for and against its members.
20. Determine who are considered the leading
economists of our decade, and to what school
they belong.
21. Make a pictorial graph showing the trend of
the various schools towards and away from
laiss ez-faire .
22. Make a list of the ’’institutions” which you
believe affect the economic behavior of the
members of your community. Justify each that
you place on your list.
23. Prepare a paper for your section meeting on
the topic: ’’The Epistemological Problems of
Economic Science.”
24. Describe Emerson’s influence on American
economic thought, and gather some of his
writings to illustrate your contentions#
25. Read through several economics books which
make use of the terminology of evolution.
Determine how their use of the terminology
resembles, or differs, from that of the
scientists in that field.
26. Read Walsh's Education of the Founding
Fathers to determine the economists with
whom the early leaders of our Republic were
acquainted
.
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ACHIEVEMENT TEST FOR UNIT TWO
In the
true •
( ) 1
( ) 2
( ) 3
{ ) 4
( ) 5
( ) 6
( ) 7
( ) 8
( ) 9
( )10
( )H
( )12
( )13
( )14
I
proper space below, write (T) if the statement is
Write (F) if the statement islfalse.
Scientific economics has a fixed method of
invest igation.
The trend in modern economics is to limit the
scope of the problem under investigation.
Adam Smith was the first academic economist.
The Wealth of Nations dealt with individual riches.
The inductive method of thought was used by the
Classical School.
Smith excluded historical opinion from his Wealth
of Nations.
Adam Smith Delie ved that economics was but one
side of man.
The German Historical School adopted the method of
the Classical School.
In the Metaphysical School the English were pre-
dominant •
The Wealth of Nations was written before the
factory ayst'em was well established.
Specialization of investigation was a mark of the
Historical School.
Galletin, our colonial financier, is recognized
as having made a worthwhile contribution to
economics
.
The welfare economists speculative method is
the same as that of the Classical method.
Inductive reasoning is excluded by the statistical
approach.
( )15 Hobson is a welfare economist
'.
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( ) 16 • The scientific socialists maintained that man
was incapable of dealing with his environment.
( )17. The vocabulary of socialism has been excluded
from that of scientific economics.
( )18. As a group, political leaders limit their
investigation of economics to devising "Rules-
of-thumb"
•
( )19. The Historical School had more of a Darwinian
idea of evolution than the Institutionalists.
( )20. The Institutionalists used the term "institutions"
to Include habits, customs and legal forms.
( )21. Economics in the eighteenth century was known as
Political Economy.
( )22. Pessimistic tendencies were developed by Malthus.
( )23. Carey held to the pessimistic doctrines.
( )24. The Trends of Economics is a work of the Institu-
tionalist school
•
( )25. W. C. Mitchell was a member of the Institutionalist
School.
( )26. One of the first supporters of Smith was Lauder-
dale •
( )27. Thought and theory gave way to description and
Illustration at the beginning of our century.
( )28. The Historical School aimed to develop a theory
that would apply at all times.
( )29. Ancient people were looked upon as a source of
information by the Historical School.
( )30. A behavioristic psychology is the basic principle
of many Institutionalists.
II
In the following underline the word that best completes
the sentence and write its number in the space in the
margin.
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( )31.
( )32.
( )33
.
( )34.
( )35.
( )36.
( )37.
( )38.
( )39.
( )40.
The philosophical school that influenced the
early Classical economists was that of the
(1) stoics, (2) epicurean, (3) platonic,
(4) hedonists, (5) cartisian.
According to Marshall an economic law was (1)
inherent and unchangeable, (2) permanent,
(3) inconclusive, (4) and absolute determinant,
(5) a general tendency.
The philosopher who exerted great influence upon
the early Historical School was (l) Hegel,
(2) Hutchinson, (3) Hume, (4) Bodin, (5) Comte.
The natural law of the Classicists assumed human
conduct to follow (l) normal tendencies, (2)
a pre -determined pattern, (3) an immutable
principle, (4) a materialistic trend, (5)
divergent patterns.
The first leader of the Historical School was
(1) Bohm-Bawerk, (2) Gossen, (3) Commons,
(4) Hoscher, (5) Brentano.
Scientific socialism brought to scientific
economics a view of (1) the conservatism of
Smith, (2) mathematical methods, (3) the
economic functions of the state, (4) labor
power, (5) the behavioristic acts of man.
An American statesman who made a distinctive
contribution to economics was (1) Hamilton,
(2) Gallatin, (3) Franklin, (4) Calhoun,
(5) Jefferson.
The outstanding work of early American economists
v/as in the field of (l) free-land theories,
(<2 ) optimistic interpretations, (3) college
texts, (4) statistics, 15) re-interpretation.
American public opinion on economic issues is
stabilized by the (l) educated majority,
(2) individualism of our people, (3) concentration
of newspaper ownership, (4) opportunities still
open to all, (5) respect for legal rights.
The men of the "Brain Trust" are generally con-
sidered to oe (1) neo-classicists, (2) scientific
socialists, (3) institutionalists, (4) welfare
economists, (5) societists.

( )41 . A new and potent type of influence on public
opinion is the ^l) radio debate, (2) public
relation counsel (3) Rotarian dinners, (4)
book clubs, (5) pamphlets,
III
42-48, Place in the olank before each name the number of
the item with which each man is most commonly
identified.
( ) Veblen 1. Theory of population
( ) Senior 2. Utilitarianism
( ) Marshall 3. Subjectivism
( ) Bentham 4. System of equilibrium
( ) Malthus 5. Theory of distribution
( ) Ricardo 6. Group behavior
( ) Pigou 7. Abstinence theory
8. Welfare
9. Instincts.
49-55. Directions same as above.
( ) Ryan 1. Vi/ages and capital
( ) Jevons 2. The Acquisitive Society
( ) Taussig 3. Distributive Justice
( ) Sombart 4. The Purchasing Power of
Money
( ) Fisher 5. Essay on Polulation
( ) Malthus 6. 'theory of Political Economy
( ) George 7. Modern Capitalism
8. Poverty and Progress
9. Elements of Social Justice
10. What Workers Want
56-58. Economic democracy, according to Mahoney's
definition, involves which of the folia/ ing
characteristics? (Check only three (3)
( ) wider and more equitable income distribution
( ) more individual entrepreneurs
( ) more team work oetween labor and business
( ) a strong governmental policy for labor
( ) a larger place for cooperatives
( ) control against over-production
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VPlace in the parentheses before each statement that follows
a “C" if it indicates a principle or method of the Classical
School, an U HU if the Historical School, an ”1” if the
Institutional School, an “S" if the Scientific Socialist
School*
(
(
(
(
(
(
(
(
(
(
(
(
(
) 59. Reasoned from assumed premises*
) 60. Adverse influence of institutions on men.
) 61. Motives cannot be measured.
) 62. Departure from normal equilibrium.
) 63. Social point of view
) 64. The relativity of economic laws
) 65. Materialistic doctrine of equality
) 66. Ethnological terminology
) 67. Philosophy of subordinating individual to
social and national ends.
) 68. Emphasized problems of distribution.
) 69. Reasoned from historical data.
) 70. Compared as many peoples as possible
) 71. Infallibility of self-interest.
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ANSWERS TO TEST FOR UNIT TWO
III
1 . (F) 42. (9)
2. (T) 43. (7)
3. (T) 44. (4)
4. (T) 45. (2)
5. (F) 46. (3)
6 . (F) 47. (5<)
7. (T) 48. (8)
8. (F) 49. (3)
9. (T) 50. (6)
10. (T) 51. (1)
11. (F) 52. (7)
12. (T) 53. (4)
13. (F) 54. (5)
14. (F) 55. ( 8
)
15. (T)
16. (F) IV
17. (F) 56. wi de
18. (T) dist
19. (F) 57. more
20. (T) and
21. (T) 58. a la
22. (T)
23. (F) V
24. 59. (C)
25. (T) 60. (S)
26. (F) 61. (I)
27. (T) 62. (I)
28. (F) 63. (S)
29. IT) 64. (H)
30. (T) 65. (S)
66. (I)
II 67. (H)
31. (4) 68. (S)
32. (5) 69. (H)
33. U) 70. (H)
34. (3) 71. (C)
35. (4)
36. (3)
37. U)
38. (3)
39. 13)
40. (3)
41. (2)
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UNIT THREE: SOME ECONOMIC TERMS
AND GENERALIZATIONS
I. The Unit.
Despite the wide area of the disagreements in scien-
tific economics concerning methods and the validity of
laws, there are certain generalizations and terms which
have come to he widely accepted. Formulated into abstrac
tions, they are good summaries of many aspects of eco-
nomic phenomena. They must be understood before it is
possible to work in the field of scientific economics
because they have become the fundamental tools of the
science *
II. The Delimitation of the Unit.
1. Utility is the power of a good to satisfy a
human want. Men want goods and services because
they possess utility.
2. A good is anything that is capable of satisfying
a human want. It is anything that possess utility
3. Goods are classified as free or economic.
4. Free goods possess utility but are available in
such relatively unlimited quantities that no ef-
fort is required to secure them. Examples of free
goods are the air, sunshine and rain.
5. Economic goods and services are those which are
limited in quantity, that possess utility but
are scarce relative to the demand for them.
6. Economics is concerned only with economic goods
and services.
7. Economic goods are further divided into those that
are private and those that are public. Examples
of the former are an individual's car, his clo-
thing and his shop. Examples of the latter are
state parks, health bureaus, roads and museums.
8. Production goods are those that satisfy human
wants indirectly. Consumption goods are those
that satisfy wants directly. Examples of the
former are the factories, tools, a business tele-
phone. Examples of the latter are the family car,
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food, electricity in the home*
9 0 A good may have elementary, composition, form,
time and place utility.
10. A generalization concerning the utility of goods
is the principle of diminishing utility. It states
that: the desirability of a given commodity tends
to diminish as additional units are acquired.
11. The principle of diminishing utility assumes cer-
tain condition. The law assumes (1) a particular
person, not people in general; (2) particular
goods, not economic goods in general; (3) identi-
cal units of a particular good; 14) relatively
short periods of time; and (5) that time is given
for the principle of diminishing returns to oper-
ate .
12. A second generalization in this regard is the prin-
ciple of marginal utility which states that: the
utility of any good to any person varies inversely
with the quantity of that good.
13. Another form for the statement of the principle of
marginal utility is: the utility of an economic
good is the utility of the last unit added to the
individual stock.
14. Wealth is a stock of material, transferable , eco-
nomic goods thought of as existing at a given mo-
ment of time.
15. Tc be wealth, a good must have materiality, must
satisfy wants, be possessed by a person or group
of persons, be transferable, and to gain its po-
ssession must have required effort.
16. Money is not wealth, but a claim upon wealth.
17. Production is the creating of utilities; it is
energy put into economic goods so that they
possess more utility than they had previously. It
is the creation of form, place, time and ownership
utility.
18. The factors of production are land, labor and
capital
.
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19. Land includes those economic goods which exist
without the aid of human labor.
20. The term ’’capital” comprises a wide variety of
specific elements including every material thing
in or on the earth or immediately around it, and
every power or force nature is capable of exerting,
21. Capital is produced goods intended for use in fur-
ther production. It includes such things as
factories, machines, tools.
22. To be capital a good must be (1) the product of
the past industry of man; (2) wealth; (3) used in
the production of more wealth.
23. Capital is classified as fixed and circulating.
24. Circulating capital is that which can be used but
once, or in one round of operations, its value
passing once and for all into the value of the
finished product.
25. Fixed capital is that capital which lasts through
a succession of operations, only a part of its
value passing over into the product with each use.
26. Labor is human energy exerted for the purpose of
creating utility, for the purpose of acquiring
economic goods. A'entsl effort is as much labor as
physical effort.
27. A generalization concerning the factors of produc-
tion is the law of diminishing returns which is
usually stated as: In a period during which there
are no changes in the methods of production, if
successive units of capital or labor (or both) be
applied to land, then after a certain point has
been reached, each additional unit of these pro-
ductive agents will add to the total product a
lesser amount of product than was added by the
preceding unit.
28. Another generalization concerning production is
the law of variable proportions which states: In
a period during which there are no changes in the
method of production, if successive units of one
or more productive factors be used in conjunction
with a fixed quantity of any other factor, then
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after a certain point has been reached, each addi-
tional unit of the variable factor or factors will
add to the total product a lesser amount of pro-
duct than was added by the preceding unit.
29. Consumption is the using up of goods and commodi-
ties in the satisfaction of human warns.
30. The term of Veblen, ’'Conspicuous Consumption”, has
been widely accepted as descriptive of a force that
is important in American consumption.
31. One of the few attempts to arrive at generaliza-
tions was made by Engels. By studying family bud-
gets he arrived at the following generalizations.
1. As the income of a family increases,
a smaller percentage is expended for
food.
2. As the income of a family increases,
the percentage of expenditure for
clothing remains about the same.
3. The percentage for rent, fuel, and
light remain the same, whatever the
income.
4. As the income increases in amount, a
constsntly increasing percentage is
expended for education, recreation,
amusements and so forth.
32. The first snd fourth of Engel’s laws have been
verified by American experience; but the percent-
age of expenditures for clothing shows a definite *
tendency to increase, and the percentage for shel-
ter, of which the chief item is rent, decreases.
33. Income is the flow of economic goods over a period
of time.
34. Real income is the services and goods one receives
or is able to buy with his money.
35. Money income consists of the dollars that a person
receives over a period of time.
36. Psychic income is the actual enjoyment or grati-
fication which comes to a person through the con-
sumption of commodities and services.
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37. Value is the quantity of another good or service
for which a particular good may be exchanged. It
is the power of a good to command other goods
38. Price is value expressed in money. It is the
amount of money that would be given in exchange
for one unit of a good.
39. Demand in the economic sense can only refer to
desire back by a willingness to pay.
40. A generalization concerning price value and
demand is the Law of Demand which states that:
the quantity of a good that will be purchased
varies inversely with the price.
III. Indirect Learning Products.
1. An appreciation of the use of generalizations
in the explanation of phenomena, and the quali-
fications necessary in applying these generali-
zations .
2. Attitudes of exactness in thought and precision
in the expression of that thought.
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IV. The Unit Assignment.
(Tentative time allotment: Two weeks, three periods
per week.
)
A. Introduction
This unit is introduced with a discussion of
the possibility of arriving at, generalizations
from the conflicting elements found both in our
economic order and our economic thought. Hie
instructor points out the possibility of arriving
at such generalizations by the process of abstrac-
tion. Abstraction is explained as the thought
process by which the mind draws the attributes
that are common from situations and things that
are similar. It is further pointed out that
there will be exceptions to any generalization,
but that the generalizations used here are
sufficiently valid to provide both insights and
explanations. That the terms have been accepted
as the terminology of the science is also
pointed out.
B. For individual study and investigation.
1. What is the distinction between a free good
and an economic good? between consumer and
nroduction goods? (6: 96-100; 5: 13-15,
£2-23.44
; 4: 39-42; 1: 109-110; 2: £5-27;
7: 4)
2. What common characteristic have all economic
goods?
3. What is diminishing utility? Do the
limitations usually placed unon the law
prevent it from becoming a useful generaliza-
tion? Prove your answers. (2: 421-422,
620-621; 4: 46-48; 5: 267-271, 284;
6: 151-152; 1: 115-118)
4. ’what effect would the loss of two typewriters
by an office have on the marginal utility of
those that remain. (4: 48; 5: 402-403;
1: 115-118; 6: 152-155; 3: 139-152;
2: 422-427; 7: 36-37)
5. What type of good is electricity being used
in a home? electricity used in a shop? What
is the significance of the difference?
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6. In the following, state which are productive
activities. Classify the kind of utility
the activity creates: a mechanic repairing
an automobile; a doctor treating a patient;
a college stude.it playing baseball; an
accountant working; an ice-cutter storing
ice in winter time; an agent selling an
insurance policy; a middleman delivering
goods; a clerk selling a tie; a railway
conductor punching a ticket. (3: £4-46;
1: 110-112; 4: 42-46; 5: 44-48, 158-
159; 7: 86-87)
7. What kind of utility is each of the following
transporting ice to a city; storing ice;
chopping ice to fill a cooler.
8. Give an example of each of the three factors
of production, and show the part it plays
in some industry with which you are familiar.
(£: 31-40; 3: 24-35; 6: 111-112; 5: 48-
52; 1: 161-167; 7: 89-90)
9. Which of the following are land: a natural
forest, an apple orchard, a vein of coal,
Niagara Falls, a railroad tunnel?
10. What is the distinction between land and real
es ta te?
11. What is the function of land in the following
productive enterprises: a department store,
a railroad, a hydor-eiec tr ic plant, fishing?
12. Which of the following are wealth and which
are not: a knowledge which you have acquired
refuge; a plot of land; a slave; a fountain
pen; a public park; a dollar bill; a copner
sheet? * (5: 13-26; 4: 48-50; 6: 97-104;
1: 154; 3: 10-23; 2: 26-31; 7: 15-19)
13. What have the things in common which you have
classified as wealth? What distinguishes
them from non- wealth?
14. Among the things you own, which may be con-
sidered capital?
c.
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15. What attributes do these things possess
that cause you to consider them capital?
16. Would a per capita increase in the circula-
tion of money from $40.00 to $41.50 mesn
an increase in individual wealth?
17. Classify according to the type of capital
they represent the following: a dairy farm,
the cattle, the cattle and the barns on
such a farm, gasoline in a tractor, bread
in a baker’s shop, bread on the table, coal
in a freightors hull, in her bunker.
(5: 25-26,51-56, 458; 6: 99-1C1, 261;
4: 94-96; 1: 183-186; 2: 38-42; 3: 29-30)
18. What relationship is there between the con-
cept of wealth and money?
19. Which of the following are labor in the
economic sense of the word: attending a
play, wiring a house, an artist painting
a picture, preparing a meal, a salesman
delivering a car, playing chess, carding
bricks'*
20. Is there such a thing as diminishing utility
in labor?
21. What relation do you see between the fixed
quantity of land, and the principle of
diminishing returns? Would the latter be
of significance if there were no limit to
land? Explain. (5: 59-77; 6: 114-115;
4: 69-72; 1: 162-167, 238-239; 7: 203-
213; 3: 353-357, 371, 133; 2: 46-48,
540-541, 547-548)
22. How would the law of diminishing returns
manifest itself in the building of an
apartment house, in exploiting a coal mine?
23. What is the significance of the following
phrases in the law of diminishing returns?
"In a period," "no changes in the method of
production," "total product."
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24. Yfhy in extreme conditions might a concern
ignore the point of diminishing returns?
25. Can you find an illustration of diminishing
return in a college student studying for
an exam?
26. Suppose your college were to double the
size of its teaching staff without any
change in the amount of its capital equip-
ment. How might this affect the standing
of its instruction? Hew does this illustrate
the law of variable proportions? (3: 437-440;
7: 214-217; 2: 500-501; 6: 114-118; 5: 401-
402,72-77)
27. Why is the use of economic goods spoken of
as consumption? (2: 619-645; 1: 112, 121-
123, 141-146; 4: 29-35; 6: 133-145; 5:
6-7, 145-148; 7: 225-227)
28. How does custom influence consumption? Give
some illustrations.
29. What were the generalizations of Engel
concerning consumption snd to what extent
are thev true today? (6: 135-136; 1: 130-
133; 7: 236)
30. Which of the following could properly be re-
garded as part of an individual’s income for
this year, and which could notione’s automobile,
today’s dinner, the house one owns, a pair of
shoes purchased last year, the present service
of those shoes, a pair purchased this year,
interest paid on a debt? (6: 101-102;
5: 19-26; 4: 54-55; 3: 332-333, 351;
7: 19-23)
31. In your answer of the above, distinguish
in each case as to whether or not the item
in question is real or money income, and
in the case of money income, point out what
item of real income it represents.
32. If two teachers receive the same salary, one
for a ten month, and the other for an eight
month year, which receives the greater psychic
income? Explain.
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33. Could your desire to own a plane be considered
demand in the economic sense of the word?
(3: 194, £73-279, 164; 7: 251-261; 2: 420-
421; 4: 171-175; 5: 267; 6: 163-164)
34. This sentence appeared in an advertisement;
"An article is high priced no matter bow
little is paid for it if its price is no
greater than its value." Contrast the use
of price and value as used in this Quotation.
(7: 335-336; 247-249; 336-340, £50-266;
3; 21-22; 2: 408-410; 1; 222-225; 1; 169;
5: 266, 250-252, 271-272; 6; 150)
C. Optional Related Activities.
1. List some methods of production introduced in
the past century that have greatly affected
the application of the law of diminishing
returns
.
2. Using Engel’s law as e basis, show how the
recent rise in prices affects the percentage
spent on the items on which he collected data.
3. Scan Atkins' Economic Uehavior to find how
he explained marginal utility without using
the usual terms. Explain why he did not use
the usual terminology.
4. List some specific circumstances in which it
would be detrimental to the interests of the
individual, a business orgeniza tion
,
or the
nation, to consider the point of diminishing
returns
5. Study the conclusions drawn from the applica-
tion of the law of diminishing utility to
the land of the United States found in What
About the Year 2000? published by the
Federated Societies on Planning and Parks,
Washington, D. C., 1929. Frepare a summary
of the problems declared potential and what
mi^ht prevent them from materializing.
6. Prepare a brief report on how the measurability
of phenomena has affected its treatment in
scientific economics.
-t '
-
i
)
:
•
*
. V
; <a <J I -
c
.
.
,
.
.
.
.
*.
(
.
f
.
.
.
7. Trace the development through the various schools
of one of the concepts commonly accepted today,
(see Whittaker’s A History of Economic Ideas )
8. Fairchild makes the statement that the present
distribution of wealth in the United States tends
to make luxuries cheap and necessities dear. Ex-
plain how he arrived at this statement and elabo-
rate upon its possible significance, (see his
Economics for Millions
,
page 176.)
S. Belate the significance of the law of diminishing
utility to the comparative condition of the poor
and rich. Be prepared to explain to the class any
conclusions you may reach.
10. Collect some tales or proverbs that illustrate
the significance of the law of diminishing utility.
11. Draw some diagrams representing the initial and
marginal utility of some different kinds of con-
sumption in your own case.
12. Determine what percentage ol their incomes dif-
ferent persons in your community spend for the
different kinds of things mentioned in Engel’s
law. Explain how purely local conditions might
effect his generalizations.
13. Make a composite graph of the trends of domestic
expenditures found by Engel and those found to
be in effect in the United States. Flot the
percentage along the vertical and the wage
increases along the horizontal.
14. Look up the derivation and various meanings of
the words ’’value” and ’’demand.’’ Find the
similarities of the general meanings of the
words, and their specific meaning in economics.
15. Prepare a report on Land Economics.
16. Make some pictorial charts to illustrate the
abstractions dealt with in this unit. Use as
the basis of these pictorial granhs the schematic
diagrams that are found in Janzen and Stephenson,
and Marshall and Lyon’s texts.
.*
.
•
.
.
V\
,
'
.
.
.
.
.
-
.
.
.
•
.
•
•
.
.
•
. •
*
•
17 . Consider the interpretations of the distributors
of wealth studied in Unit One, and explain their
new significance to you in the light of the things
learned in this unit.
18. Make a pictorial graph illustrating Engel’s law
and the American modifications of it#
19. Make a graph showing the way in w'hich the
principle of diminishing returns worked in a
situation with which you had first-hand
acquaintance.
20. Compare the curves of diminishing utility with
those made by Ebbinghaus in his experiments on
memory. Explain the cause for similarities and
differences.
21. Determine whether the laws dealt with in this
unit are applicable in an economic society such
as exists in Russia.
t
22. Find the difference between the technological and
the financial phase of diminishing returns and
explain the significance of each.
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ACHIEVEMENT TEST FOR UNIT THREE
I.
In the proper space below, write ( T) if the statement fol-
lowing is true. 7i/rite (F) if the statement is false.
(. ) 1. Air and sunlight are economic goods.
( } £. Food and gasoline are examples of durable goods.
( ) 3. Manufacturers create form utility.
( ) 4. Wealth means money.
( ) 5. A public park is a type of free good.
( ) 6. Machinery, tools and power are capital goods.
( ) 7. :'esire for a good constitutes demand.
( ) 8. Personal service is an economic good.
( ) 9. Railroads create time utility.
( )10. A pleasure car is capital.
( ) 11 • A pleasure car is wealth.
( )1£. Land, in the economic sense, includes the ocean.
( )13. Labor excludes mental effort.
( )14. Value is synonomous with price.
( )15. Retailers create time and place utility.
( ) 16. Storage creates time utility.
( ) 17 . Ihe marginal producer is the one least affected by
a change in price.
( )18. Public economic goods are free economic goods.
( )19. The economic concept of utility is influenced by
price.
( )£0. Sugar given away in Boston without charge becomes
a free economic good.
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( }21. Production and consumer goods can be identical
things.
( )22. As wages increase the percentage spent for food
decreases
.
( )23. Tap water is a free good.
( ) 24. Free goods are considered in economics.
II.
Complete each of the following by writing the omitted word
or words in the snace provided.
25. Veblen termed the tendency to emulate your neighbor
in his purchases
.
26, Generalization concerning family expenditures were
formulated by .
27-28. In America, as wages increase, the percentage spent
for clothing shows a definite tendency to
while the percentage for shelter .
29. The utility of any good varies with the
quantity of that good.
30-32. The factors of production include
,
33. The flow of economic goods over a period of time is
known as .
34. The gratification that comes from consumption is
35. The quantity of a good that will be purchased varies
inversely with the price.
36. Value expressed in terms of money is .
37. The power of a good to command other goods in exchange
is called .
38. A converse of the law of diminishing utility is the
law of
39.
A
statement of the tendency of a given economic cause to
produce a certain economic result is called
..
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40. The transfer of goods and services for other goods and
services is called .
41. Demand that reacts to changes in price is known as42.
The amount of money that
unit of goods is called
Place in the blank before th
in column B with which it is
45-49. A.
Consumption goods. 1.
Free goods. 2.
Consumer goods. 3.
Private goods. 4.
Capital goods. 5.
Public goods
Economic goods G.
7.
8 .
9.
b0-55. Directions same as"A
A.
Production 1.
Capital 2.
Circulating capital 3.
Labot
Fixed capital 4.
Land 5.
6 .
7.
8 .
s given in exchange for one
ts
word in column A the phrase
most closely associated.
B.
Secured by individual effort.
Anything that possesses utility.
Secured by social group.
Satisfy wants directly.
Possess utility and unlimited
in quantity.
Used in production.
Satisfies want directly.
Secured through effort.
Indirect satisfaction.
above.
B.
A claim on wealth.
Includes mental effort.
Lasts through successive opera-
tions .
Creating of utilities.
The product of the past indus-
try of man.
Destroyed in one operation.
Exists without aid of humans.
Flow of eroods.
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IV.
56-62.
ATI omitted -words or phrases appear in the column as the left
of the page. Show that you know which word or phrase has
been omitted from each blank bv putting the number of the
blank in the parenthesis at the left before the word which
best fills the blank. For example, (1) is put in front of
the word omitted from blank number 1.
( )last unit added
( )lesser
( ) the same
( )labor
( ) additional units
( )new methods
( )natural resources
( jdimirishing utility
( ) total product
( jpreceding units
( ) successive units
( jla.nd
( )marginal utility
( ) greater
( ) capital
( ) capital and labor
The law of diminishing returns
describes the effect 1
have on the £ The point
at which the effect is felt is
called the point of 3
for at this point additives re-
sult in 4 returns than
were brought by 5 This
law refers to the application
of 6 to
V.
63-67.
The principle of diminishing utility assumes which of the
following conditions? (Check five)
( ) a particular person
( ) the race in general
( ) economic goods of all types
( ) a particular economic good
( ) an indefinite period of time
( ) a short period of time
( ) a time sufficiently long
( ) identical units of the same good.
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.ANSWERS TO TEST FOR UNIT THREE
I. II. IV.
1. (F) 25. Conspicuous consumption 56. (4) lesser
2. (F) 26. Engel 57. (3) diminishing
2. (T) 27. increase utility
4. (F) 28. decreases 58. (2) total product
5. (F) 29. inversely o9
.
(5) preceding uni ts
6. (T) 30. land 60. (1) successive
7. (F) 31 . labor units
8. (T) 32. capital 61. (7) land
9. (F) 33. income 62. (6) capital and
10. (F) 34. psychic income labor
11. (T) 35. inversely
12. (T) 36. price
13. (F) 37. value
14. (F) 38. variable proportl ons
15. (T) 59. an economic law V.
16. (T) 40. exchange
17. (T) 41. elastic demand 63. A particular person
18. (F) 42. price 64. A particular economic
19. (F) good
20. (F) 65. A short period of time
21. (T) 66. ^ time sufficiently
22. (T) long
23. (F) 67. Identical units of the
24. (F) same good
III.
A. B.
43. (4) 50. (4)
44. (5) 51. (5)
45. (7) 52. (6)
46. (1) 53. (2)
47. (6) 54. (3)
48. (3) 55. (7)
49. (8) •
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CHAPTER VII. IKE SUMMARY AND SUGGESTIONS
FOR FURTHER STUDY
As stated in the first chanter, the purpose of this
service paper was to devise the content for, and method
of the first quarter’s work in a course in economics to
be used specifically for the preparation of prospective
classroom teachers.
Chapter II set forth the nature of the preparation
in economics demanded of the classroom teacher by the
present curriculum of the modern school. The preparation
demanded by the changing directions of this curriculum
was also set forth.
The extent of the present teacher preparation in
economics and the failure of the courses now offered was
examined in Chapter III. Several important conclusions
pertinent to the problem of this service paper were noted.
It was found that, under existing conditions, students pre-
paring to teach in all grades and in all subject matter
fields would be members of one class and the amount of time
available for economic education would be limited. It
was also found that the present course must be greatly
revised
.
Proposals for the improvement of the courses in
economics were set forth in Chapter IV, and criteria for
selecting a method were derived. The reasons for selecting
the Unit Method of Billett and the selection of the course
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content were considered in Chapter V. Chapter VI included
the first quarter’s work for the course proposed.
In relation to the units developed in this paper,
there are many aspects that must be studied further. Ihe
subject matter included must be altered as further evidence
of the economic preparation needed by classroom teachers
is collected. The study guide must be revised as
circumstances indicate to insure that the students using
it arrive at the objectives of the course. For the same
reason, the optional related activities must also be
revised. Ihe test must be item-analyzed to insure its
validity and reliability.
These suggestions for further study are concerned
largely with the use of these units in an actual teaching
situation. There are, however, a vast number of suggestions
that might be made concerning, in general, teacher pre-
paration in economics. A. few of the more pressing include
a deeper analysis than was possible here of the preparation
a teacher needs, the development of a suitable text and
better teaching devices, and the establishment of better
techniques to train teachers in analysis and observation
of the economic phenomena that the nation and community
experience
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